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STEEL GRAY MARKET 


THURSDAY, OCTOBER 25, 1951 


Unrrep States SENATE, 
SUBCOMMITTEE ON MOBILIZATION AND PROCUREMENT OF 
THE Sevect CoMMiItTTER ON SMALL Business, 
Pittsburah, Pa. 

The committee met, pursuant to ¢ all, at 9 acam.. in room 733, Federal 
Building, Senator Blair Moody, Chairman of the Subcomiittee pre- 
siding. 

Also present: Congressman James G. Fulton, Congressman Her 
man P. Eberharter, and Mr. Gillis W. Long. subcommittee counsel. 

Senator Moopy. This is a meeting of the Senate Small Business 
Subcommittee on Mobilization and Procurement. We have been in- 
vestigating for a number of months the shortage in critical materials 
which has handicapped the normal operations of small business in a 
number of areas in the country. 

Weare coming to Pittsburgh today as the steel center of the country. 
One of our purposes tor lay is to reflect a broad picture of what the sit- 
uation is now in the steel markets, what the ae plies are, a to bring 
out facts regarding the difficulty that small businesses » having in 
obtaining critical materials, particularly steel. 

As some of you may know, we have had hearings on nickel which 
have indicated that the practice of paying high prices for nickel has 
taken material out of the market and made it unavailable to the small- 
business man. In the same way we want to look into this situation 
in which the small-business men find themselves with regard to the 
recent and perhaps continuing shortage of steel. The material short 
age always affects the small business first because thev don’t have the 
buying power, the strength in the industry to pay high prices or to 
perhaps get the material that is in scarce supp ly. 

Of course, the Government has now stepped in with CMP and is 
changing the situation, so to speak. We are also looking into the 
gray markets, so-called. We are interested in that primarily be- 
cause that affects the small-business man. Some are attempting to 
discount this gray market in steel by pointing out only a small per 
centage of the total steel sup yply is involved, but if it represe nted coe 
half of 1 percent of the steel supply, that would be about 500,000 tons 
of steel which would be enough to keep a lot of small businesses going 
if they could pay the price. 

We are not primarily interested this morning as to whether these 
tetivities are illegal, although, if they are illegal. we are certainly 
going into that matter. IT might say in some cases regulations have 
been changed by revelations this committee has made, indicating that 
there ought to be stiffer regulations in some areas. We are interested 
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in finding out, however, what we can do to get steel back into the 
normal price range wherever it is out of the price range. 

We are also interested in the conditions that arise as a result of the 
necessity of the Government allocating steel. The fact is that there 
is a short: age which brings about that necessity. We want to find out 
whether or not the NPA regulations could be improved. This is a 
very difficult job, of course, to decide exactly how all conditions in the 
industry can be managed. Basically, then, the purpose of this com- 
mittee is to see to it that no small business is allowed to go under be- 
cause of lack of material. Ifa small business does go under for lack of 
material that not only throws people out of work, but deals unjustly 
with the businessman and also reduces the e apacity of the country to 
produce ® ZOO ds which are of national inter: St. 

The first witness this morning is Mr. Anderson. 

Mr. Anprerson. Mr. W. W. Anderson, Secretary of the Martin- 
Hardscogg Corp 

Senator Moopy. Mr. Anderson, will you raise your right hand and 
be sworn? Do you swear to tell the truth, the whole truth, and nothing 
but the truth in answer to the questions propounded to you, so help 
vou God ? 


Mr. Anperson. I do. 


STATEMENT OF W. W. ANDERSON, SECRETARY OF THE 
MARTIN-HARDSOCG CORP., PITTSBURGH, PA. 


Senator Moopy. I might say that we are very glad to welcome Con- 

ay in Fulton here today. He is very welcome to come and sit in. 
ill you give us your name, Mr. Anderson ? 

shy Anprerson. W. W. Anderson. 

Senator Moopy. What is your business? 

Mr. ANprerson. Manufacture of tools for mines, oil wells, and other 
industries. 

Senator Moopy. How long have you been in business ? 

Mr. ANprrson. Sixty years. 

Senator Moopy. Are you having difficulty in getting steel ? 

Mr. Anprerson. Very ‘much so in places, sort of like in hunting, vou 
can't find the vame. They gave us approxim: ately what we needed 
at first when a MP busine: ss started. Now they have started to cut 
us down, of course, like everyone else. For instance, our requirements 
are about 300 tons a quarter and they cut us down the fourth quarter 
of 1951 to 203 tons of which I was only able to place 87 tons with the 
near eae : 

Senator Moopy. You mean you are now licensed for 203 tons and 
you can only get 87 tons? 
~ Mr. Anperson. Yes. They don’t seem to want to take any more. 

Senator Moopy. Why do they tell you they don’t take any more? 

Mr. ANDERSON. They don’t have it. The steel company has been 
operating and their man calls me when they hs ave the size we use, when 
they have a roll. I can see the steel company’s point. They can't 
make all sizes and they have their own allotment which has been cur- 
tailed somewhat. 

Senator Moopy. What particular kind of steel do you use? 

Mr. Anperson. Mostly small, 1 inch up. 
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Senator Moopy. Is there a particular shortage in that kind? 

Mr. Anverson. I believe there is. Now, of course, there is so much 
talk around the trade you don’t know what to go by except Govern- 
ment information. 

Senator Moopy. Did you say around Detroit ? 

Mr. Anperson. No, around the trade. Now, for instance, we have 
placed considerable tonnage, as much as we were allowed to place in 
the first quarter, whic h now will have to go in the first quarter of 1952. 
We have lost a year’s tonnage on that particular transaction. 

Senator Moopy. Will you explain that ? 

Mr. Anperson. We were out of that size steel for 1 year. We had 
to get together all of the manufacturers in the industry to get the 
tonnage roll. They would only roll at certain times, but now that 
will be oe burden because we had a December date which was sup- 
posed to be rolled. Of course that doesn’t mean anything in our 
experience because 3 or 4 months after they say we w ill wet it, we get 
it. Now that goes into the fourth quarter and I am cut down agai 
and I have to cancel that order according to the CMP. 

Senator Moopy. This is October 1951. You said this first special 
rolling is for the first quarter of 1952? 

Mr. Anperson. No; we placed it for the first quarter of 1951 but 
they have never been able to roll it, but that has been set up for 
December which is the fourth quarter of 1951. 

Senator Moopy. So your CMP tickets are no good ¢ ¢ 

Mr. Anperson. That is right, exactly. Whenever it is for a certain 
quarter and we're supposed to place the tonnage in that quarter but 
if they don’t deliver it in that quarter we can't use that on the next 
quarter. We have lost 200 tons in that manner. 

Senator Moopy. What did you use in that quarter? Did you oper 
ate in that quarter / 

Mr. ANprrson. We are almost closed down, practically closed down. 
The present production goes down the first of the year because of 
lack of steel. We can’t bid on Government orders because we have 
no source of supply. We can’t get enough steel to bid. 

Senator Moopy. Could you bid on Government orders if you were 
assured of a supply of steel / 

Mr. ANnprrson. Oh, ves: we had considerable business during the 
last war, but that was on the old priority system. Washington gave 
us a special priority system and we got that order and they had to 
deliver it. That isn’t so today. The steel companies accept what they 
want. You understand, they don’t take our word for anything. If 
they have it they give it to you. 

Senator Moopy. Did the placing of this special order with Crucible 
Steel hurt your standing with United States Steel ? 

Mr. Anprerson. I don’t believe so. We are still friendly with them. 
They just don’t have the rolls. 

Senator Moopy. But you have been getting your steel from United 
States, before / 

Mr. ANnprerson. Oh, yes; they had the rolls at that time. But there 
hasn’t been enough of it made to warrant the steel companies invest- 
ing in these rolls. 

Senator Moopy. What happened to the rolls they had ? 

Mr. Anperson. They have been worn out and scrapped. 
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Senator Moopy. To what extent have you been operating the last 6 
months ? 

Mr. Anperson. About 40 percent. 

Senator Moopy. That is because of lack of steel. 

Mr. Anprerson. Lack of steel. 

Senator Moopy. Have you had any lack of orders? 

Mr. Anperson. Not up to now. We felt bad about turning down 
the Government. That was the worst part of it. 

Senator Moopy. Did the Government ask you to take a contract ? 

Mr. Anprerson. We get their bids, 5,000 one item. We had to throw 
them away which would mean, well, 20 tons of steel, and that cuts a 
hole out of 93. 

Senator Moopy. You're allowed about 93. I] thought you said 
few minutes ago it was 203 / 

Mr. Anperson. First quarter in 1952 I’m allotted 98 by the Govern 
ment and I requested : HOO, 

Senator Moopy. What was the figure 203? Did you give us that? 

Mr. ANprrson. That was forthe fourth quarter of 1951. 

Senator Moopy. You have been cut from 203 to 93 and as a result 
you had to turn down war work ¢ 

Mr. Anperson. Yes. 

Senator Moopy. Did you rh ike ite his for the N ay y dur Ing the Second 
World War? 

Mr. ANDERSON. Yes, we made sledges, blacksmith sledges, had 
something to do with the Seabees I imagine. 

Senator Moopy : How many people do you employ ¢ 

Mr. Anprrson. Fifty-two. 

Senator Moopy. Are you still working 

Mr. Anprerson. Yes, we are making some small items. 

Senator Moopy. Are you thinking about having to shut down the 
first of the year / 

Mr. Anprrson. Well, I have had quite a battle with the president 
of the company. He wanted to close down so we could vet the thing 
straightened out. You see, We also do a jobbing job over there. We 
have wholesale hardware but of course that has no connection with the 
men in the shop because they don’t know anything about it. These 
are all employees of ours. 

Senator Moopy. If you threw them out of work that would really 
disburse one ot the Great assets of your business. These people would 
have no job; they would have to go get other jobs. 

Mr. Anperson. That is the worse part of it. They have been with 
us so long I doubt if they could find a job. They are all old men and 
they are good on that job. 

Mr. Lone. As I understand it, your NPA allotment for the first 
quarter of 1952 is 93 tons? 

Mr. Anperson. Ninety-eight. 

Mr. Lone. What would you say is the minimum requirement that 
you would have to have in order to break even—not make any money— 
but just break even and keep your people on the payroll / 

Mr. Anperson. Two hundred tons. 

Senator Moopy. Just to break even / 

Mr. Anperson. Just to break even. You see these Government con- 
tracts aren’t conducive of large profits, as the public has the idea we 
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make a fortune on these contracts. But, you can figure them down to 
approximately 12 percent on your actual investment of your machin- 
ery, and so forth, because when you increase your production you in- 
crease the cost of your machines wearing out, and so forth, so it really 
comes down to about 12 percent profit for the whole year gross. 

Senator Moopy. As a matter of fact since we're not in a world war 
now, there have been companies, big companies that are anxious to 
stay in civilian production for the very reason you are talking about 
because they make substantial profits in civilian production. 

Mr. Anperson. If manufacturers can work regularly, we can take 
care of them in 30 days. 

Senator Moopy. I think that is a very, very interesting point. 
Doesn't the Government realize that ? 

Mr. Anprerson. Well, I have talked to several of the fellows and 
1 talked to one in particular and he said. “(io and see one of your 
men,” and I said, “Well, it’s not a matter of red tape, it’s a matter of 
coming into the department.” I made one trip to Washington and 
talked to a couple ot attorneys down there and they said hey were 
going to take it up with the Procurement Division. 

Senator Moopy. Have you gone to the Small Defense Plants 
Administration 4 

Mr. Anprrson. No, I haven't vet. 

Senator Moopy. ‘Telford ‘Taylor is the Administrator. lL would 
suggest, Mr. Anderson, that you contact Mr. Taylor. This Small 
Defense Plants A lministration ot which (rene ral Taylor is Admu I> 
trator, was established for the ve ry purpose of taking care of precise] 
the same thing vou are talking about and I would suggest to vou that 
you get in touch with General Taylor’s office. 

Mr. Anprerson. Well, Lam interested. This is a new proposition to 
me, Senator. 1 am more or less ‘a shop min ania | have tried to learn 
this Government business as fast as I could. 

Senator Moopy. I notice your company closed down during one 
week in Aug ist. I believe. That is the information Mr. Ion gr ovot~. 
Is that correct ? 

Mr. Anprerson. Yes. 


Senator Moopy. You were closed down for lack of steel: is that 
right / 

Mr. Anprerson. I don’t know whether it was lack of transportation 
or not. The steel was rolled but we didn’t get it in time. 


Senator Moopy. That had nothing to do with the Government. 

Mr. Anperson. No. 

Senator Moopy. But you do lack steel now. Is that right? 

Mr. Anperson. Well, I have accepted orders for probably 150 tons 
the next quarter which I won’t be able to deliver. 

Senator Moony. A hundred and fifty tons which you can’t deliver 
and ordinarily you do deliver very promptly. 

Mr. Anprerson. Yes. 

Senator Moony. And you have not been on Navy orders because 
you don’t have steel ? 

Mr. Anperson. Yes 

Senator Moopy. Have you had any offers of high-price steel ? 

Mr. Anperson. They have been in to see me. I am sorry I didn’t 
keep some of them. There is considerable tonnage. It isn’t peanuts. 
I pick up, for instance, 4 or 5 tons where I can in a warehouse. 
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Senator Moopy. How much do you pay for it ? 

Mr. Anperson. Around $6.75. 

Senator Moopy. How much do you pay United States Steel for the 
same type ¢ 

Mr. Anperson. Around $4.45. 

Senator Moopy. And this other steel is $6.75 ? 

Mr. Anperson. That is standard warehouse price but these other 
fellows send these circulars out. I remember one price, that was 1214 
cents, but I don’t recall who it was. They send these circulars in and 
then we bid. 

Senator Moopy. What kind of circulars are they ? 

Mr. Anperson. They are printed circulars. I will certainly keep 
the next ones that come in. 

Senator Moopy. Can you tell us who made these offers to you? 

Mr. Anprerson. No; 1 don’t remember their names. Here’s a gentle 
man that has one here, Calumet Iron & Supply Co., East Chicago, Il. 

Senator Moopy. May I ask what your name is? 

Mr. Sutuivan. My name is Sullivan. I talked to Mr. Long. 

Mr. Anperson. I don’t believe there are any prices quoted here, are 
there, Mr. Sullivan ? 

Mr. Suuuivan. They don’t usually quote prices. 

Mr. Anperson. No; they have an attached list of the tonnage price 
icvems. 

Senator Moopy. May I see that, Mr. Anderson ? 

Mr. Anperson. Yes. 

Senator Moopy. Calumet Iron of 175 West Chicago Avenue, East 
Chicago, Ill. This says: 

Are you having trouble getting steel to meet your needs? If you are, then 
Calumet Steel inventory is the answer to your steel problem. Look at the at 
tached list. On it you will find a variety of steel, including structurals, sheets, 
plates, and pipe. Many of these items may be exactly what you are looking for. 
Remember that they are available to you for immediate delivery subject to 
prior sale. 

It is an interesting letter. I think I will read the rest of it. 

If you can’t find exactly what you require on this stock list. contact our steel 
division. Our staff of steel experts will make every effort to locate and supply 
you with the steel you need. Send us a list of your general requirements or 
ask for specific items. In either case we will give you prompt attention. A 
stock list card is enclosed for your convenience. Vlease fill it ouf and return 
it so that we will have your needs listed permanently in our records. Calumet 
is your house of friendly steel service, so write, wire, or phone us today, 

I notice there are no prices quoted. Have you ever dealt with the 
Calumet Steel Co., Mr. Anderson ? 

Mr. Anverson. I received one, I believe for 121% cents but I didn’t 
keep it because I don’t believe in buying from those fellows. 

Senator Moopy. This offer of 1214 cents, didn’t come from this East 
Chicago company ¢ 

Mr. Anperson. No; the one I had was from New York. 

Senator Moopy. What other offers have you had of gray market 
steel ¢ 

Mr. Anperson. Well, they were all circulars, Senator. I didn’t 
keep any of them. I should have but I have too many things to keep 
now, I guess. I understand some of the other manufacturers have 
offers even with prices. I was at an Atlantic City convention last 
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week and it was said if you want any steel follow me. We will go to 
Washington. We will go to Chicago, and I said, “How much do you 
want to pay and how much did you have?” The man said: “The price 
governs how bad you want it. 

Senator Moopy. We have here a number of circulars of various com- 
panies. Here’s one from New York, Guild Steel Products Corp. on 
Grant Street, New York. Is that the one you have‘ 

Mr. Anperson. I had one from them but I didn’t read it. 

Senator Moopy. Didn’t read it 4 —— is an imported steel from 
Europe, stock, $175 per metric ton f. 0. b. European ports as for open- 
hearth plate steel. Now, why ion you buy steel from these com- 
panies, Mr. Anderson ¢ 

Mr. AnpERSON. Well, in the first place— 

Senator Moovy. If you are going out of business—I am not recom- 
mending it, you understand, I want you to tell me why you cant or 
don’t. 

Mr. ANverson. Well, the reason we wouldn’t buy it primarily 3s 
because it would raise the price of our merchandise itself which is 
under Government control. 

Senator Moopy. In other words, you have a price ceiling on your 
products ¢ 

Mr. Anperson. That’s right. 

Senator Moopy. Isthere a price ceiling on United States Steel ? 

Mr. Anperson. Yes, sir. 

Senator Moopy. Is it a dollars and cents price on steel ¢ 

Mr. Anperson. I believe it is. I’m not too familiar with it. 

Mr. Lone. The regulations set the ceiling price at the highest price 
for which you sold a particular product during the base period of 
December 19 to January 25, inclusive. I think you had to sell at 
least 10 percent of your product at that price. That is the charge 
that you can legitimately make for your product, as IL understand it. 
It is not a dollars and cents ceiling price regulation. It is a general 
ceiling price regulation relating back to the base period. 

Senator Moopy. The point I am trying to bring out, Mr. Anderson, 
isthis. If you have a certain ceiling price on your product and if one 
of these steel compznies that is offering high-priced steel should come 
to you and offer you this steel at a higher price than you can pay they 
would not be committing an illegal act if they coul d show that the Vy 
had sold some steel, during a previous base period at a commensurate 
high price. Now I am getting to the point that seems to me it is 
desirable to have a dollar and cents ceiling on steel rather than a 
ceiling that refers back to a certain base period. 

Mr. Anverson. Yes, I believe you are right in your recommenda- 
tion. I believe it should be a dollar and cents proposition because 
that is what they impose on because we have the proposition to 
sell the steel after it is Slee 

The Carman. It is very difficult to establish a violation on the 
gray market because there isn’t a dollar-and-cent fixed ceiling on steel. 

Mr. Anprrson. I don’t believe they are violating any lew the way 
it is now. , F 

Senator Moopy. That’s right in most cases. I’m not going to say 
there is no violation of the regulation because there may be, but the 
way they are written now it is : possible to sell high-price steel and do 
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it within the regulation. Have you bought any higher-price premium 
steel at all? 

Mr. Anperson. No: we have not. 

Mr. Lone. One point, Mr. Anderson, if you do get a Government 
contract and you get an allotment in addition to that for your regular 
civilian production, the Government contract entitles you to addi- 
tional necessary critical materials to fulfill the contract that vou have 
from the Government. I think a different impression was left here 
a while ago. 

Mr. Anperson. Yes; that is very true; but the thing is, do we find 
the steel after we get this special priority from the Government? 
Now don’t get me wrong on this steel-corporation business. I think 
they are doing their best. T have all the confidence in the world they 
are doing the best for us and the Government and everybody else, but 
they have a lot of red tape me mselves to keep this thing rolling. But 
if you were to cut the steel the way we have to, it gets discouraging, 
and there are times when there is more hunting we have to do. Now, 
if the Government will say the steel corporation had to deliver a 
certain type of steel on a certain date, like 3 months or 4 months, 
whenever the Government wants the merchandise delivered, regard- 
less of civilian needs, then there wouldn't be anything to this. We 
don’t bid because we are afraid to bid and we won't vet the merehan 
dise or the mate rial, Like the old paceeney system, if the \ told the 
steel companies you have to give this to Anderson, and they give it to 

s. that would be all right. 
Mr Lone. With the contract you are suggesting that they give you 
absolute right to these critical materials to fulfill the contract ¢ 
ae Anperson. That’s hat, 

Senator Moopy. You are asking for a restoration of what would 
amount to a World War II syst ‘mi ¢ 

Mr. Anprerson. Yes. 


Senator Moopy. Now, it was stated specifically by Mr. Fleischmann 
there would be a period o Ft trans ition in the third quarter of this year 
In which the allotments would be out of line. As you may know, 
there was a cut-off date which, ed a sense, outd: te the tickets for steel 


that were issued previously. The purpose of the NPA was to issue 
only the number of tickets for which there was steel available, you 
see / 

Mr. Anprerson. Yes. 

Senator Moopy. In the past there has been a surplus of tickets 
against steel. Do you know how the steel companies have decided 
to get steel ? 

Mr. Anprrson. No: we have never gone into that. We had con 
fidence in our suppliers and a they were doing the best they 
could, and I still believe they are, but I don’t believe the allotment of 
that steel company has been great enough for certain industries. 

Senator Moopy. The allotment of steel? 

Mr. Anpverson. Yes; I understand they work on an allotment of 
pig iron, and so forth. I know the only way we have to know any- 
thing about it, Senator, is that their man calls me and tells me the 
sizes they are rolling and how much I can have of it, and by the time 
he goes around to his various customers none of us get very much. 

Senator Moopy. You do feel you have been fairly dealt with by 
your suppliers ¢ 
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Mr. Anperson. Absolutely. 

Senator Moopy. There is no feeling on your part that others are 
tavored over you ¢ 

Mr. Anperson. The only favoritism would be to larger manufac- 
turers who necessarily bought more than we did in normal times and 
you can see the company’ s point there. ‘They allot it as to the amount 
of business they did with them previously, which is the only fair way 
to do it. It he j isal arger buye sr. he has to have more steel than a small 
buyer. 

The Cuairman. Naturally you wouldn't expect to get as much steel 
asa big company / 

Mr. Anprerson. No: that is what I mean, but 1t does interfere with 
our getting bids because we all bid on the same thing and the one that 
has the largest amount of steel t vets steel. 

Senator Moopy. Does the big r fellow wet a large! proportion of | 
previous amount of steel than you do? 

Mr. ANDERSON. He doesn't vel any more steel, he just cliverts if on 
SIZ s, [0 GO What he is bidding Ol). If he ha been Usihe miachines he 
converts that to bars to bid on these big orders, 

enator Moopy. So what you are saying is, a large purchaser from 
a steel company might get the same percentage of his normal order 
that you get but take it different form and use part of that steel 
to take business away from you, is that right c 

Mr. Anprerson. That’s right. 

Senator Moopy. Has that Lap] t ned, l ‘judeme 

Mr. ANDI RSON, Well. | haven t ioBowed este Up to see Who gets 
the contracts because | haven't been biddi 2. It isn’t fair to stick 
your nose in the other fellows’ business if vou are not bidding on the 
item yourself so IT haven't followed it up. Some ot mV competitors 
are following it ver\ closely because the are lareer suppliers th th 


we are. 
senator Moopy. Tod: L\ vou coulk | without qi uestio li keep, vour people 
working and fill Government orders, 1f you had the steel to do it with. 


Is that correct / 

Mr. Anprerson. Yes, sir; we have only requested or asked for 
enough steel for a normal civilian supply figuring it would be run the 
way it was before the last war, that the Navy or Army would give us 
a special priority against steel and we would bid on the stuff when 
we gol the contract. The bY do that but vou ean't find the ste ], lt is 
true they give vou an A = one of the a lencies as high as L-2 
and that is very fine for the buyer of steel, but when you have a time 
date on it you can't do anything, 

Senator Moopy. Now the letter I read you awhile ago from the 
supply company, the Calumet Supply Co., about the availability of 
stee!—this is merely one of a number of letters the committee has. It 
gives the Carbon Steel Co., 2683 Big Bend Road, St. Louis—they also 
have a branch in Steubenville, Ohio—the Ohio Valley Steel Corp., the 
Guild Steel Products Corp., that is import steel, subject to immediate 
delivery. Have you tried any of these companies to find out whether 
they have control ag 

Mr. Anprerson. No; I haven't tried it yet. I am practically new 
on this job. 

Senator Moopy. It might be that some of these people might be 
selling it for regular pl ces, 
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Mr, Anprrson. I will contact some of these people. 

He didn't tell me the names of the steel companies, this man I talked 
to down at the Atlantic City meeting. He told me to get on a train 
and travel, maybe I could find something. 

Senator Moopy. Did he tell you just where to go! 

Mr. Anperson. He didn’t say that. 

Senator Moopy (reading) : 

We have arriving at New York 300 tons of German open-hearth plate and so 
forth offering at nine-ninety per hundred pounds. 

Would nine-ninety a hundred be too much for you to pay? 

Mr. Anpverson. That would go consider: bly over the price we could 
pay. 

Senator Moopy. Here’s one from Oliver Steel Co., Chicago, Il., a 
long list of various weights running up as high as $14.38. Here’s one 
from the All State Sales Co., of Detroit, prices in this for their sheets, 
strips, and coils on this list are running up to $9 and plates running as 
high asten anda half. Those prices are too high for you: is that right ¢ 

Mr. Anperson. Well, I don’t know much about plates, Senator. 
Most of ours are bars and they take a lower price. 

Mr. Lona. I have spent a great deal of time checking back through 
advertisements such as this and if the results that we have had are 
indicative, I don’t hold out much hope for you getting this steel that’s 
mentioned in these advertisements at a price that will enable you to 
meet competition. 

Mr. Anprrson. That’s what we have found, Senator, and some 
people coming to us saying we have to do this and we have to do that. 
We went to Germany and we went to Belgium and we got m: iteris al 
and then when they tell you the prices, we say, “How do you do it” 
and they say, “Well, we don’t want to go out of business.’ 

Senator Moopy. So they increase their price and add that into the 
ceiling as part of the cost / 

Mr. Anprerson. Yes. 

Senator Moopy. You could do the same thing on a national produc- 
tion. I am not favoring that but it is a wide open loophole in the 
law, if you ask me. 

Mr. ANprerson. Well, our company has a code of ethics on prices, 
We may be old-fashioned but we have always dealt with the poor class 
of man as far as industry is concerned, and we tried to keep the price 
down, our price down, so the retat] price wouldn't be so high. 

Senator Moopy. In other words, you were trying to protect vour 
customers; is that correct ‘ 

Mr. ANprERSON. Yes. 

Senator Moopy. You ve not think either your company or the ecoi 
omy would be served by inflating your price of these black-market 
steel price si is that eesha ¢ 

Mr. Anperson,. That’s right. 

Senator Moopy. I think your attitude is commendable and I wish 
the Congress had written into the law clauses that were firm enough 
to make it possible to enforce the law on this point. Thank you very 
much. I would suggest that you get in touch with Gen. Telford Tay- 
lor, Administrator of the Small Defense Plants Administration, and 
state your problems to him, and [think perhaps he might do something 
for you. 
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Mr. Lona. Is Mr. Joseph W. Proie, of the Jettronaire Corp., here? 

Mr. Prote. Yes, sir. 

Senator Moopy. Mr. Proie, will you raise your right hand and be 
sworn? Do you swear to tell the truth, the whole truth, and nothing 
but the truth in answer to the questions propounded to you, so help 
you God? 

Mr. Protr. I do. 


STATEMENT OF JOSEPH W. PROIE, VICE PRESIDENT OF 
JETTRONAIRE, INC. 


Senator Moopy. You are vice president ‘of Jettronaire, Inc., 2417 
Walnut Street, Pittsburgh? 

Mr. Prorr. Yes, sir. 

Senator Moopy. Tell us what your business is. 

Mr. Prom. We are manufacturers of sheeting system and furnace 
pipe, warm-air conditioners, and we are classified under B products 
by the NPA regulation. In other words, elbows, straight pipes, transi- 
tions, and such like. 

Senator Moopy. I think I know what you mean. 

Mr. Proir. You have a copy of the catalog there. 

Senator Moopy. Yes: Mr. Proie, when was your company incor- 
porated ¢ 

Mr. Prom. We were incorporated on February 14, 1950, but we were 
operating as a partnership before that in the experimental stages, 
getting the production schedules and the jigging and tooling ready 
before we made our incorporation. 

Senator Moony. Who is your partner? 

Mr. Prom. Harry B. Rojohn. 

Senator Moopy. Just the two of you? 

Mr. Proie. Yes. 

Senator Moopy. How many people are employed ¢ 

Mr. Proir. They vary from 39 to 26. 

Senator Moopy. Small business operating in hard metals? 

Mr. Protr. Yes. 

Senator Moopy. Now your basic material is steel, is it ? 

Mr. Proir. That’s what it is; all steel. 

Senator Moopy. Are you getting the steel you need out there? 

Mr. Proie. For the first 9 months we didn’t. 

Senator Moopy. The first 9 months vou did or did not ? 

Proik. We did not. In the last quarter we were a little more 
fortunate because some of the connections we made gave us some of 
the steel that we had had on order. ‘The reason why we were able to 
operate in the last quarter with the steel we got—we had already used 
up a lot of our energy and other allotments, not in manufacturing but 
to keep our organization together. We sold equipment and other 
makes of equipment we bought from other suppliers. 

Senator Moopy. In other words, you turned yourself into a dealer 
to stay in business ¢ 

Mr. Prore. We turned ourselves into a jobber and a dealer to stay 
in business. 

Senator Moopy. You say you made other connections / 

Mr. Prot. You see to make our connections with the steel mill 
it took us about 2 years to get set up with them because the steel mill 
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doesn’t go out and take orders from just anybody. They investigate 
you and see if the proposition is sound and they are doing a good 
job, I think. 

Senator Moopy. What steel company do you deal with? 

Mr. Prore. United States Steel. 

Senator Moopy. United States Steel became satisfied during the 
first quarter you were in business where you should have more steel 4 

Mr. Prom. Yes; they saw the merits of our products and it actually 
saves steel over other heating equipment. 

Senator Moopy. Do they more or less judge the merits of the 
product ¢ 

Mr. Protr. Well, they are interested in it because I think they should 
be if aman has a product that is meritorious. 

Senator Moopy. So they do decide whether or not you should get 
the steel / 

Mr. Prore. Yes; and whether they can take the order or not, that 
is another thine. 

Senator Moopy. How about your CMP allotments é 

Mir. Prote. Tam not so worried about what we have gone through 
now. It is over with us practically; but now October, November, and 
December we can slug through that. What 1 am thinking about is 
next vear CMP ; wy je They cut us from 150 to 19 tons for 
the first quarter, and it requires approximately 2 tons a day for us 
to oper ite and on that si enka we gel about 600 pounds, which means 
that we would have to lay otf—well, say three-fifths of our oreaniza- 





tion. It is just impossible to operate with 19 tons. 

Senator Moopy. Have you thought about or bought high-price 
steel / 

Mr. PRote. We have bought steel in the past. To give vou a pie 
ture, 1 was in the wholesale business before. That is the reason we 


can be so flexible ana move and save ourselves ana still keep Operating 
under these conditions. 

Senator Moopy. In other words, when you can't vet steel you go 
back to jobbing: is that right ¢ 

Mr. Prote. We have to, we can’t do anything else. 

Senator Moopy. I’m not being critical of it. [To am just trying 
to see what you do. 

Mr. Prore. We have bought steel from warehouses, and a a ware 
heuse we pay anywhere from 33 to 35 percent more for steel, but they 
have to have that mark-up. 

Senator Moopy. They have other than large lots, of course 4 

Mr. Prore. Yes; but if they handle it in large lots it costs money 
to build that big warehouse and we've never paid exorbitant prices 
for it. I think we have paid 15 cents, thirteen and a half for gal- 
vanized sheet. 

Senator Moony. That is galvanized sheet. 

Mr. Prote. Yes: and we use a few cold-rolled sheets, but any gal- 
vanized sheets we have needed when we were short, we picked up at 
the warehouses at 13 cents; but you can’t use them in manufacturing 
of furnace pipe and fittings because the market is so competitive and 
the prices established nationally. 1 don’t care whose catalog you 
pick up, the prices are the same, and the discounts are the same and 
ad on mill priced steel, You cant say | will add this on and sell 
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it, because there are hundreds of others that will supply the same 
thing at the right price, and I think it is very nice it is established. 

Senator Moopy. I understand a lot of people are getting the steel 
to make and sell the same thing that you cannot get the steel for. 

Mr. Prore. I don’t know. They can get the equipment from other 
manufacturers and the reason is that they have been in business for 
many vears and have been able to stock ‘the house with equipment. 
With this allocation we are getting we get it for this quarter and 
if we don’t use it for that quarter it is no good and we have to go 
into the next and you almost have to have a hundred tons toward this 
kind of business. 

Senator Moopy. What you are saying is that a good many people 
making the same thing vou are making, are using up inventory steel 
that they laid in before this came through. 

Mr. Prot. Inventory of prefabricated material products that they 
have built up and we have never had enough steel to be able to 
build l }). 

Mr. Lona. You paid thirteen and a half cents for these galvanized 
sheets / 

Mr. Prore. Yes. 

Mr. Lone. 4&Vhat wouk | be the mill price on that / 

Mr. Prom. Anywhere from eight-fifty to eight-seventy-five. 

Mr. Lona. The difference is the mark up? 

Mr. Prote. That is exclusive of the hauling. You have the hauling 
to pay and so have we and we have checked our cost—I don’t mean 
for resale profit—just our actual cost. It runs anywhere from a cent 
toa cent and a half a pound to handle. That app lies to anv _ 
we get into our place. It costs that much to get it in and handle 
unload it and the freight. 

Senator Moopy. You say vou go back in the jobbing business? You 
havent been reselling any steel / 

Mir. Prote. We have resol | steel in the past but not recently, only 
what is necessary to install the equipment. 

Senator Moopy. Where did you get the steel yvorresold 4 


Mr P nore We got some from Gotham Hardware & Supply. 
Senator Moopy. And then you resold that? 
ROLE. Yes: we resold at cost. 


We didn’t make any money on that. We only got 2 tons at a time 
and it takes a day for our truck to get out and get it, 

Senator Moopy. You are not in the steel brokerage business / 

Mr. Prore. No. 

Senator Moopy. In one ed interesting case, we had a witness 
from Norwalk, Conn., Mr. M. C. Thomas, who was a very important 
Witness on a daisy chain in as blac k or gravy market in nickel. Mr. 
Thomas came before our committee and said he had been in the chem- 
ical business, a small manufacturing business, and couldn't get mia 
terials “oO he went Nn the bor kerage business and he wes the ead 
of this gray-market daisy chain, and he was selling nickel to Gen 
eral Eleetre and other people for four and a half a pound which 
the little fellow would usually pay 67 cents for and couldn't get. He 
went out of the manufacturing business and went into the gray moar <et 
business in order to stay in business. 

Mr. Prom. | have bought steel and supplies for years, and in our 
business to put ina furnace or an air-conditioning system, you always 


N2TR 52 
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need a few sheets to make up special fittings that tie in. That is an 
absolute necessity. First of all, we don’t have the facilities for steel 
warehousing. We just have enough room to be a type B product 
manufacturer. In fact, we could use more room for that. When 
you go into a steel warehouse it takes a terrific amount of space. 

Senator Moopy. What you said a while ago, Mr. Proie, I under- 
stood was you could not pay premium prices for steel ? 

Mr. Prom. We cannot. 

Senator Moopy. And sell in the apparently generally established 
price range. 

Mr. Prore. That’s right. 

Senator Moopy. I am curious to know how that general price range 
is established. That is, if you can’t get steel to sell on that price 
range because you do not get an alletment I am curious to know how 
someone else can get the allotment to sell on that price range. 

Mr. Prote. Well, I don’t know that all of them had it. You take 
Buckeye. 

Senator Moopy. That’s what we are interested in. 

Mr. Proiw. Buckeye are using a special coating sheet and they are 
not supplying galvanized right now due to the short: age. Steel sheets, 
galvanized sheets, have been short for the last two : and # half years. 

Senator Moopy. That is a particular brand of steel, of course, that 
is In short supply. 

Mr. Prom. That’s right. <A little of it was around, but, as I say, it 
was so allocated you never know definitely the quantity that you need. 
You can’t project far enough ahead for a period of 3 months. It is 
just impossible. 

Mr. Lone. What is your steel allotment from NPA for the first 
quarter of 1952? 

Mr. Prom. I haven't taken care of that. My partner has taken 
care of it, and I don’t know what answer we have on it yet. In fact. 
there won’t be any answer for a while. 

Senator Moopy. Who do you deal with in the Government ? 

Mr. Prore. In which company ? 

Senator Moony. At the Government ? 

Mr. Prom. Mr. Rojohn has taken care of that. He has gone to 
Washington. 

Senator Moopy. How many times? 

Mr. Prorr. Five times. 

Senator Moopy. Why not deal with the regional office ? 

Mr. Prom. Anything over a hundred tons is out of regional of 
fice hands. 

Senator Moopy. You used how many tons of steel before ? 

Mr. Prore. We need we have never been able to vet it, being anew 
company—but we need about 150 tons in a quarter. 

Senator Moopy. So that in order to deal with the district office of 
the NPA it would have to be pretty small, wouldn't it? 

Mr. Prom. Yes. In our business, for example, we could run 
through 10.000 feet of pipe in a day, which uses a lot of steel. 

Senator Moopy. How much steel would that use? 

Mr. Proir. Let’s take an average size of 6 inches—we could use 6 
Inches in—and assume 28-gage pipe, that would run about 3 pounds 
to the section—so there vou would have 10.000 times 8—10,000 pounds 
you could run through, but we only make 5,000-foot runs. 
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Senator Moopy. Do you make anything to be sold to the Govern- 
ment ? 

Mr. Prore. We have spent considerable time looking into products 
that we could manufacture with our own machines and there have 
been very few that we could make. They would have to be small 
stampings and so on, and when we investigated this at that time we 
had no steel that we could put into it. 

Senator Moopy. I see, and again let me say to you, as I said to Mr. 
Anderson, the purpose of the ‘Small Defense Plants Administration 
established by the Congress is to take into consideration what would 
help small businesses in their material. As you know, there is a con- 
siderable demand for steel now for a great many things that ordinarily 
there isn’t a demand for. ‘There is considerable expansion that didn’t 
come soon enough to take care of this situation. I would suggest to 
you also that you see Mr. Taylor, head of the Small Defense Plants 
Administration. 

Mr. Prore. We have seen him. 

Senator Moopy. You have? 

Mr. Prom. Yes, and so far it wasn’t any too helpful; but, as I said, 
Mr. Rojohn, who is out of town today, is taking care of all of the 
Government contracts, because you can’t have 10 or 12 people running 
down to Washington. We pick one man to do that. 

Senator Moopy. That is right. 

Mr. Prore. He is delegated to that. 

Mr. Lona. Here is one point. This 19 tons, as I understand it, is 
what the NPA calls an advance allotment. It is not a final determi 
nation as to how much you will receive, and so the situation might not 
be quite so bad as it would look at first hand, because usually there 
would be an increase in that allotment rather than a decrease in it. 

Mr. Prore. That would be fine if there is an increase but the thing 
has been confusing to our whole industry. 

Senator Moopy. You are interested in knowing how ? 

Mr. Prore. Knowing what to do and when to do it and you get so 
many different versions. The NPA has naturally a regulation, and 
they are trving to effect. a more accurate distribution of steel. 

Senator Moopy. I’m glad to know you recognize that. 

Mr. Prom. That’s right, and we appreciate it, too. 

Senator Moopy. I might say that the job not to have at this moment 
is Mr. Manly Fleischmann’s. 

Mr. Prom. I think they are mr on the spot as far as Tam concerned 
In connection with this steel, but I think with a little study with a 
representative group from each trade or manufacturing plant of some 
kind, of some particular equipment, if you get them together with 
the help that you can give them and they give you, I think we can 
work this out. 

Senator Moopy. Every effort is being made to work that out. You 
see, the trouble is we are trying to get a No. 12 size foot into a No. 9 
size shoe here. There apparently just isn’t enough steel to go around. 
Now, have you bought any high price steel at all? 

Mr. Protr. No. 

Senator Moopy. Any gray-market steel ? 

Mr. Prom. No; we haven't paid any exorbitant. prices. 

Senator Moopy. Have you been offered any ? 
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Mr. Pro. Oh, a couple talked about it but it was just talk. They 
couldn't produce it and I never checked, in fact. ~ 

Senator Moopy. People have made you the offer, but you didn’t take 
it very seriously; is that right? 

Mr. Prom. Yes, but that was quite some time ago. Recently I have 
not heard a thing. 

Senator Moopy. Who made those offers to vou ? 

Mr. Prom. I don’t recall. As I say, they were dealers, because I 
think most of them like to hear themselves talk; and, when you come 
to go and evel it. it wouldn't be there. 

Senator Moony. How many people have made those offers / 

Mr. Prore. Oh, it couldn’t have been over one or two. 

Senator Moopy. Can vou tell us who any of them were! 

Mr. Prote. No; I can’t reeall. 

Senator Moopy. ¥ Mu mean vou have forgotten them all’? 

Mr. PRore. There Was only Ohe or tWo and that has been quite some 
tle ago, because I wasn't interested. 

Senator Moop Were these otfers made to vou! 

Mr. Prom. Id: n't recall whether it was in the oflice or out in the field 
or where. I just recall somebody—I don’t remember who it was—said 
they could cel steel for abow 17 celts, hut | don't remember who it 
Wis or anything. 

Senator Moopy. Was this on the telephone / 

Mr. Prom. Nozit wasn't on the telephone. It was personal some- 
where I was talking to someone and they sad they could vet it. 

Senator Moopy. If you don’t remember who it was, how do you 
recall the conversation at all? 

Mr. Prore. That is just a general incident that would happen. You 
could remember that very nicely when they say steel, 17 cents, you could 
remember that. but I wouldn't remember the fellow because we had so 
few. as | Sav, just one or two and that is the reason why I can remember 
the price but I can't remember who it was because | see about 150 or 
200 dealers a veal and if I tmed to pick out which one of them, | 
would probably pick out the wrohg one. 

Senator Moopy. That's all. 

We will take a short recess. 


{ Recess. ) 


STATEMENT OF DAVID LIVINGSTON, GENERAL MANAGER, TYGART 
STEEL PRODUCTS CO. 


Senator Moopy. Mr. Livingston, will you come forward, please / 
Will you raise your right hand and be sworn? Do you swear to tell the 
truth. the whole truth and nothing but the truth in answer to the ques- 
tions propounded to you, so help you God ¢ 

Mr. Livinesron. I do. 

Senator Moopy. Give your name and address. 

Mr. Livingston. David Livingston, 10814 MacArthur Drive, Me- 
Keesport, Pa. 

Senator Moopy. What is your business 4 

Mr. Livinesron. | operate a steel warehouse. 

Senator Moopy. And processing plant ( 
Mr. Livinesron. Yes, sir. 
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Senator Moopy. What is the name of it ? 

Mr. Livineston. Tygart Steel Co. 

Senator Moopy. Do you also have any other companies ¢ 

Mr. Livineston. Yes; Tygart Steel Sales Co. and Alton, Inc. 

Senator Moopy. Who are the actual owners of these companies? Do 
you own them ? 

Mr. Livinesron. I own the stock. 

Senator Moopy. Who owns the investment ? 

Mr. Livineston. Mr. C. M. Fellman. 

Senator Moopy. Where did you get this name Tygart ? 

Mr. Livineston. I went into business myself some years back, and 
I had to get a corporate name that I was sure was available in the 
State of Pennsylvania; so, I picked the name out of the atlas. 

Senator Moopy. ‘That is interesting. Are vou and Mr. Fellman 
responsible for the operation of the companies ? 

Mr. Livincstron. Yes. 

Senator Moopy. Well, you tell us how you acquired these com- 
panies. Did you start them yourself / 

Mr. Livinesron. I started; then Fellman took over the active 
business of the Tygart Steel. 

Senator Moopy. When did that happen ? 

Mr. Livinesron. In May of 1947. 

Senator Moopy. What did vou do before that ? 

Mr. Livinesron. Before May of 1947 I operated the Tygart Steel 
Products for a period of some months before which time I was em- 
ployed as manager of Stee] Service. 

Senator Moopy. So, you have a background in the steel busine 

Mr. Livenesron. Yes; 7 years’ standing. 

Senator Moopy. How long were you in the steel business before you 
formed your own company 4 

Mr. Livingston. Seven years, I believe. 

Senator Moopy. What was Mr. Fellman’s background ? 

Mr. LIVINGSTON. He was assistant president of an explosive manu- 
facturing company. 

senator Moopy. Now. will you tell us what kind of service your 
company is rendering. What do they do? 

Mr. Livinesron. Rather than speaking in plurals, we have to talk 
about Alton, Ine., everything else is channeled through it. lt holds 
all of the assets because the others are really supporting names. 

Senator Moopy. You picked all of them out of a directory ‘ . 

Mr. Livineston. No: it happened to be the name of my oldest child. 

Senator Moopy. This company that Mr. Fellman was connected 
with, you were not connected with that company ¢ 

Mr. Livinaston. No. 

Senator Moopy. Did that company ever have any trouble with the 
Government / 

Mr. Livinastron. I'm not familiar with the background of it. I met 
Mr. Fellman in 1947 for the first time. 

Senator Moopy. I understand from the Congressman that there 
was some trouble with the Government. 

Mr. Livineston. That is not impossible. 

Senator Moopy. You were not just acquainted with it 4 

Mr. Livinesron. That is right. 


/ 
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Senator Moopy. What was the income from the sales of this com- 
pany or from all of your companies in 1950 and so far in 19514 

Mr. Livinesron. You mean net income / 

Senator Moopy. Income from sales ? 

Mr. Lavineston. You mean gross sales? Between 214 and 3 million 
dollars. 

Senator Moopy. That is 1950? 

Mr. Livinasron. Yes: we are continuing at approximately the same 
business at the present time. 

Senator Moopy. Will you describe what you do in your operation / 

Mr. Livrnasron. Yes; in May 1950 we purchased the warehouse, 
and very soon—in fact, before we got possession of the warehouse 
the Korean war broke, and before we got 1nto the warehouse in Sep- 
tember we weren't able to buy any steel at all. 

Senator Moopy. You couldn't get any stee |? 

Mr. Livineston. Yes; that is, we couldn't get any through legiti 
mate channels, from the mills. 

Senator Moopy. Where did you get it ¢ 

Mr. Livinesron. Well, necessity is the mother of invention, and our 
sources of supply are ' ivided into a couple of categories. The major 
source of supply for us is some very, very rough material, and we 
spent a lot of money to convert it into steel. I have some pictures 
here. If anybody from the committee is interested, I can show you 
what we do. 

Senator Moopy. Your company converts the steel 

Mr. Livinesron. Yes; we convert a grade of scrap into useful steel. 
In fact, it wouldn’t be amiss to say we manufacture sheet steel. 

Senator Moony. I see. What other sources of material do you have? 

Mr. Livineston. The other major source of material is import, 
although that has dropped off consider: tbly in the last several months 
and we have substituted, in order to keep our volume up, another type 
of conversion that we are also doing at the present time. 

We have two separate and distinct conversion operations going on 
at the present time. No import at the present time. 

Senator Moony. No import ? 

Mr. Livinesron. No. 

Senator Moopy. What is the other tvpe ¢ 

Mr. Livrneston. We purchase steel billets. 

Senator Moopy. Well, what type of steel do you purchase for 
processing ¢ 

Mr. Livingston. We purchase a type of steel which is known as 
coil and trim or waste. Perhaps I can explain: In the rolling-mill 
process for making the sheets, the hot-rolled sheets made into coils 
are fed into a cold mill, where they are reduced in thickness without 
being heated. If the coil is to be reduc ed, let’s say, from ninety- 
thousandths to fifty ores in that operation as it is originally 
fitted to the mill, it can’t be fed in. It would be too much of a shock 
to the mill. It couldn't take ‘ So, the coil is fed in ninety-thou- 
sands thick, and the screws are tightened as the coil goes through 
until the ultimate required thickness is reached. The front end of 
the coil, which will vary from ninety-thousandths down to, say, fifty- 
one-thousandths, is a waste product at the mill and is customarily 
scrapped when there is no better market for it. Even when there 
is a better market for it the mill still treats it as scrap. It is picked 
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up by magnet and dumped into an open car, where it gets all bent up 
and rusty, and we buy that product, attempting to salvage and make 
it into usable steel. 

Senator Moopy. How much do you pay for it ? 

Mr. Livineston. We have paid prices ranging between $50 and 
$65 per net ton for that material. At the present time we are buy- 
ing a better grade of material which still is in the same classification. 
We pay more money for it but we would much rather have it. Our 
end cost is much lower. 

Senator Moony. After you get that steel, what do you do with it / 

Mr. Livinesron. Well, sir-—— 

Senator Moopy. If vou would like to hand me the book. 

Mr. Livinesron. Yes. If I can recall how these things stay in 
sequence, perhaps you can have the book and follow me. These pic- 
tures were not taken for this purpose, but I think they will help us 
explain what we do. ‘The first two pictures show the raw material 
in the cars, and the third picture shows a batch ready to begin being 
processed by us. 

When you get to the fourth picture you will see—if I can remem- 
ber—a burning operation going on, to get the thing straightened out 
suflic iently to let it be put under a shea 

The next picture shows it being she send preliminary shear in order 
to get. it in position where it can go Teulada a roller mill, which is the 
next operaton, and after we get that far with it we send it out for fur- 
ther processing, because there is equipment we do not have which is 
required in order to make the stuff into steel. 

Mr. Lone. You send it out? Is that what you said ? 

Mr. Livineston. Yes. 

Mr. Lone. What is performed by that service / 

Mr. Livineston. When it goes out, that portion of it which isn't 
hard is annealed; all of it is pickeled: it all goes through a cold-roll- 
ing mill, what we call a skin test. But, the cold mill levels it out, 
gets that through—gets rid of some bends and kinks. 

Senator Moopy. Is that as good steel as you can get 

Mr. Livinesron. It is as good as what is known and sold as waste 
sheets. It is not prime steel. 

Mr. Lone. Who does this work for you? 

Mr. Livineston. Our subcontractor. We send it to the Ohio River 
Steel Co. 

Mr. Lone. You have it in your plant; you process it to a certain 


extent and then send it there? They perform certain services for 
you’ 


Mr. Livingston. Several services. 

Mr. Lona. And send it back to you ? 

Mr. Lavinasron. Yes. 

Mr. Lone. Is the Ohio company owned by you? 

Mr. Livineston. We have no interest in it whatsoever. 

Mr. Lone. How much are you charged for this? 

Mr. Livineston. We separate and segregate the sheets for what is 
material. If the whole treatment has to be given by the company, 
their cost will run around $50. 


Mr. Lone. That would bring the total price of it now up to S100 
a ton’ 
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Mr. Livineston. The price is a lot more than that, if you will 
notice. 

Mr. Lone. Not counting your operation ? 

Mr. Livineston. The biggest cost involved in this entire process 
is the waste. Our labor is high, and subcontracting cost is high; 
but the biggest factor is the waste, because for every ton of steel we 
buy we lose between 45 and 50 percent. 

Mr. Lone. What do you do with the product you call waste? 

Mr. Livrneston. We sell it as scrap. When we get through with it 
nobody wants it. 

Mr. Lona. It is what you would call scrap serap. 

Mr. Livinseron. It is the ultimate in scrap. 

Mr. Lone. And then you bring it back to your plant and process it 
further ? 

Mr. Livrnaston. Yes. And the additional process after we get it 
back involves sorting the gage and stripping some of it to the cus- 
tomers order. 

Senator Moopy. Who do you sell it to? 

Mr. Livingston. You name it. All of the blue chips—a lot of the 


fellows. Tf you run —_ to the stock exchange to the steel fabri- 
cators. I ree say, or RCA, Westinghouse, General Electric, Hudson 
Motor, Peter Saeman KF. L. Jacobs, Dearborn Stove. 


senator Mex py. F. L. Jacobs from where ? 

Mr. Livinesron. Grand Rapids, Mich. I think probably you know 
them. 

Senator Moony. Do you sell : Ln of the big automobile — 
Mr. Livinesron. The only company we have sold to is Hudson of 
the automobile m: nut: wturers. Jacobs makes seat reinforcements for 
( hry ler, for ex: up le, and Peters makes dashboards for Studebaker 

and eee oily ay Seager 

Sel ‘Moopy. Wha price do you charge for this? 

Mr. Livinesron. Well, r, our prices have varied anywhere from 
» to Lf cents a pound for the steel. That variation is not always for 
the same grade because we don’t get the san 1e@ Qui ality ineve rything we 
produce. If vou want to _ of the top level. the best quality mia- 
terial that we have produced, we are currently selling for about 8 cents 
a pound, although we have ‘old that very same material for as much 
as 14, 

Senator Moony. How does that comnipare with the mill prices? 

Mr. Livinasron. It is roughly two and one-half times the mill 
prices of prime steel and probably three times for low-equipment 
grade. ‘That is our top price. 

Senator Moopy. You mean that is 14 cents? 

Mr. Livinestron. Yes. 

Senator Moopy. That is about three times—— 

Mr. Livingston. The mill price for equivalent grade of prime 
steel. 

Senator Moopy. You are well rewarded for your enterprise, aren't 
you! 

Mr. Livinaston. Not as well as you might imagine, because the cost 
is very high, the risk factor is tremendous, and the steel that we are 
selling today at 8 cents, which is left over from the same operation, 
actually represents steel being sold at a loss. 

Senator Moopy. You say you are selling steel at a loss today ? 
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Mr. Livinasron. We were selling steel to the fabricator in March 
and April at a loss, although currently we are not buying that very 
low grade of raw material. We are buying a better grade of material 
that gives us better end cost, but we were stuck with several hundred 
tons and the operation that I have described had an over-all cost in it 
probably between 9 and 10 cents a pound. 

Senator Moony. I see. 

Mr. Livineston. We had several hundred tons left over. Please 
don’t plead for us. We will get along all right. 

Senator Moopy. It wasn’t that. Iwas just inquiring. You are sell- 
ing at a profit for $ cents? 

Mr. Livineston. Yes. Well, of course, our—in fact, our selling 
price now is under 8 cents. Eight cents, by the way, is approximate 
warehouse price for that materi: al. We are down to warehouse price. 

Senator Moopy. You mean to say you have more steel on hand than 
you can sell today ¢ 

Mr. Livinestron. Generally speaking, that is true. 

Senator Moopy. That is because of the fact that some of this steel] 
is not such high quality ? 

Mr. Livinasron- It is all the equivalent of cold wasted steel. 

Cold wasted steel is in demand today because even at established 
prices people prefer to have higher qu: ality at a higher price. 

Senator Moopy. They do? 

Mr. Livrnaston. Yes. 

Senator Moopy. Were you here this morning when there was some 
testimony that people would have to lay off their people and go out 
of business because they couldn’t get any steel ? 

Mr. Livinestron. ‘That is, as 1 understand it, sir, another problem. 
People without allotments and restricted to certain inventories and 
restricted to certain production are unable to purchase steel that they 
want and they have the ability to use. It is illegal to have more than 
a certain inventory or produce more than a certain number of units 
in some plants. I have customers who are unable to buy steel from 
me today even though both the quality and price are satisfactory 
because they are limited since they don’t have the allotments to pur- 
chase steel, although the steel is available and the money is available. 

Senator Moopy. The steel is available and money is available, but 
they don’t have the allotments? 

Mr. Livingston. You understand, I am not being critical about the 
way the Government is operating because I think it is doing a good 
job. It happens I am in a soft spot in the market and I don’t like 
to be there but I happen to be there now. 

Senator Moopy. Yee sell to brokers or do you sell it all to fabrica- 
tors ¢ 

Mr. Livinesron. We try to avoid selling to brokers—not that we 
have anything against brokers because some of our best friends are 
brokers—but we have found, through sometimes bitter experience that, 
when you sell a product that is not a hundred percent as to quality, 
if you don’t know where it is going, you are going to wind up in 
trouble. I can put it ina plant know! ing What it is going to be used for 
and able to guarantee it to the man that is going to use it that it will 
work right or I will take it back, but if I sell something to a broker, I 
don’t know what he has told his customer. He could have misrepre- 
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sented it and then we would have trouble, although I don’t say it hap- 
pens. We have sold to brokers. 

Senator Moopy. To what brokers do you sell ? 

Mr. Livineston. We don’t have any local brokers that we do busi- 
ness with customarily. There are some in other parts of the country. 
Are you interested? I will tell you who some of them are. 

Senator Moopy. Yes? 

Mr. Livineron. The Interstate Steel Co. in Philadelphia is one that 
has bought some steel from us, the Emmerman Co. in Erie. 

Senator Moopy. How do you spell that ? 

Mr. Livineston. I imagine—E-m-m-e-r-m-a-n. 

Senator Moopy. Immerman or Emmerman? 

Mr. Livineston. Em. There are a couple of others I can’t recall 
just offhand. 

Senator Moopy. What do you sell them ? 

Mr. Livineston. We have sold larger quantities of import to brokers 
because there we have specific quantity. 

Senator Moopy. Who have you dealt with ? 

Mr. Livineston. We deal or have dealt—it is all past tense now— 
with six or seven importers in the city of Detroit. 

Senator Moopy. Can you give me any of them ? 

Mr. Livincston. Yes: we have dealt with the Tuder Wilkoff Co. 
in New York, the Standard International Co. in New York, the Guild 
Steel Products Co. in New York, and the BuWahl Steel Trading Co. 
There are a couple of others I don’t recall. 

Senator Moopy. You have bought steel from these companies ? 

Mr. Livinesron. We have bought steel through those companies. 
They have acted as import brokers although late in the game they 
began to act as principals. There is one more company we have done 
a substantial amount of trading with. That is the Associated Mer- 
cantile Co. or Associated Metals, I believe it is. One of those names. 

Senator Moopy. They get their steel from where? Germany, Eng- 
land, or where? 

Mr. Livineston. We have had steel come from Germany, Belgium, 
France, and Japan. We had a deal to get some from England that 
we never did get. 

Senator Moopy. What price do you pay for this? 

Mr. Livinecsron. Again the date is very important. Before Korea 
we were buying sheets for $90 a ton. The highest price we paid was 
about S250—no, wait a minute. We bought some galvanized at over 
S300 a ton. 

Senator Moopy. From where ? 

Mr. Livincsron. From where? It came from France. So that the 
price range was 90 to say 310. I believe that is about right. 

Senator Moopy. Have there ever been any signs that you would 
recognize that this steel originated in the United States? 

Mr. Livincston. The investigators who called on me asked that 
question. Apparently there is some evidence some place that some- 
thing like that was going on. I would say this, that if any deal I ever 
handled originated in the United States and was then sold to me as 
foreign steel I would know it and none has been sold to me. 

Senator Moopy. None has been sold to you? 

Mr. Livineston. None to me. I can’t say what happened elsewhere. 
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I would bet my bottom dollar that all the steel I got was foreign. 

Senator Moopy. How would you know ? 

Mr. Livincsron. I am a pretty fair judge of steel both as to appear- 

ance and as to test. I just sort of feel—you see, in the first place 
foreign steel with the exception of scrap which I never handled was 
always hot-rolled or galvanized. It was never cold-rolled sheet. If 
any foreign steel in sheet sizes was represented to me as cold-rolled 
1 would be suspicious. Now, the fact that cold-rolled steel has had 
both a higher mill and higher market price than hot-rolled steel, it 
would be very unusual to say the least if cold-rolled was misrepre- 
sented as hot-rolled and I cert: ainly can tell the difference between 
those two brands. Now, if I got some hot-rolled steel, that was repre- 
sented as foreign, ' could tell it by the surface. It isn’t as good as the 
American surface. If I got cold-rolled steel represented as foreign I 
would know it wasn’t foreign or it wasn’t cold-rolled, one of the two. 

Senator Moopy. Now, you paid $300 a ton for that? 

Mr. Livinesron. More than that. 

Senator Moony. Weren’t you worried a little about it? 

Mr. Livincston. Well, I was but I sold it all. 

Senator Moopy. How big a deal was it ? 

Mr. Livinesron. A few hundred tons, probably 250. 

Senator Moopy. Who did you sell that to? 

Mr. Livinesron. Well, you see it was sold in 10-, 20-, or 30-ton lots 
to a lot of people. I can probably recall some of them to you if you 
are interested. 

Senator Moopy. I am. 

Mr. Livinesron. The Costine Manufacturing Co. that makes fur- 
naces some place up in New York bought a couple of truckloads. 

The McKenzie Mufiler Co. bought quite a tonnage of it. 

Senator Moopy. You mentioned selling to a number of these big 
companies. Have any of the big companies been buying imported 
steel or do they buy-—— 

Mr. Livingston. Oh, yes, certainly. They buy—well, depends on 
what they need. Cold. rolled is not imports “d. People who need cold- 
rolled can only buy this conversion stuff. The hot-rolled steel is 
imported and IT sell both to big and small companies. 

Senator Moopy. Do you ever sell steel that is resold by the person 
to whom you sell? 

Mr. Livrxeston. Do you mean broker / 

Senator Moopy. Yes. 

Mr. Livinesron. I have sold to brokers but I would rather not. 

Senator Moopy. Has there been a daisy chain of gray-market steel ? 

Mr. Livinesron. Every day and all day, Saturday and Sunday 
included. 

Senator Moony. There is a daisy chain? 

Mr. Livrneston. There are daisy chains, but I learned my lesson 
several days ago when I don't look upon the daisy chain when it is 
red. Itisa good way of wasting time. 

Senator Moopy. When it is what? 

Mr. Livinestron. I said when it is red—but excuse me—I have found 
they are wasting time. 

Mr. Lone. How do you recognize that? 

Mr. Livrncston. U sually somebody with a frayed shirt and a hole 
in the toe of his shoe comes in and says do you want to buy some 
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steel, but in fact anybody, I don’t know who talks to me about more 
than a truckload of steel, I am suspicious, if he talks about more than 
a carload—it is impossible. I just take that attitude voluntarily and 
automatically. 

Mr. Lone. These letters that we have here, you have seen plenty 
of them ? 

Mr. Lavinestron. I haven't seen those. 

Senator Moopy. Were you here this morning when we referred to 
them / 

Mr. Lavineston. No. 

Senator Moopy. This is a group of letters from steel companies 
offering imported and also unidentified steel. That is, “Are you 
7 aving trouble getting stee ‘1 to meet your needs? If you will call upon 

I will give it to you. 

Mr. Livineston. That document would find its way into my waste- 
basket. I haven’t seen the letter, but if it is as you have described, it 
would go into my wastebasket. 

Mr. Lone. Do you get a great deal of such as that? That is, post 
eard and circulars ? 

Mr. Livineston. Yes. 

Mr. Lone. You immediately throw them in the wastebasket ? 

Mr. Livinesron. Yes. 

Mr. LONG. You don’t believe those people have the steel ? 

Mr. Livinesron. If one in a hundred has. I would be a loser rather 
than a gainer. 

Senator Moopy. Would you explain how it is profitable for someone 
who does not have the steel ? 

Mr. Livineston. Senator, I have asked that question of myself and 
my partner, and he has asked it of me, and we have asked everybody 
we know for 5 years, at least, and we haven't got a satisfactory answer. 
I don’t know. 

Mr. Lone. You think those people are finders. They will attempt 
to find it if you will put up the money ? 

Mr. Livingston. I don’t know what they are. I can’t explain. 
Only because of a 5-cent stamp on the letter I feel aes must be an 
answer other than the one I have given you and I don’t know what it is. 

Mr. Lona. I agree. 

Senator Moopy. You don’t think they have any steel ? 

Mr. Livineston. I wouldn't bother to find out whether they have, 
because the chances of their hav ing any steel is so small I can’t afford 
to waste my time chasing it. 

Senator Moopy. Why do you think their chances are small of 
having steel ? 

Mr. Livinasron. Because in 1947, like everybody else, including 
some of the biggest manufacturers in the country, I chased down 
some leads and I didn’t get any steel. Ever since then I have heard 
reports and I have been in contact with manufacturers and other 
dealers who have done the s same thing, and some of them haven't 
learned their lesson to this day. They are still chasing and I haven't 
heard where any was delivered. 

Senator Moopy. You mean nobody ever bought any steel in gray 
markets ? ; 

Mr. Livinesron. Yes; there is a difference in gray market and 
daisy chain. se 
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Senator Moopy. Tell us how ? 

Mr. Livinesron. Sure. ‘Ten tons is sold to a dealer, to another 
dealer; that is gray market. There is a gray market. 

Senator Moopy. Isn’t that also a daisy chain ¢ 

Mr. Livineston. No; not in my knowledge. A daisy chain is 
usually a deal involving a substantial tonnage of steel for future 
de livery. The difference between a daisy chain and a transaction is 
a difference between present and future delivery, although the one 
for future delivery almost always involves a big ton. 

Senator Moopy. Your definition of a d: aisy chain is somewhat differ- 
ent than the definition this committee has had. 

Mr. Livinesron. Well, mine is a trade definition and yours is a 
Government definition. 

Senator Moopy. Ours is a definition we have gathered from a little 
practical experience in investigating the situation in the nickel 
market. 

Mr. Livinasron. I see. 

Senator Moopy. Where we found very definitely from one to an- 
other to another and ending up 66- or 67-cent nickel sold for four dol 
lars anda half. 

Mr. Livinesron. Oh, I see. If that is what you describe as a daisy 
chain and the steel is current and delivered I wouldn't call it the daisy 
chain but I will accept your definition and say ves, I have heard of 
daisy chain, and yes, there is an old delivery that w: Ly. 

Senator Moony. Do you feel it is extensive now 4 

Mr. Livinasron. No, not now. 

Senator Moopy. It has been ? 

Mr. Livingston. It has been extensive but it is extensive to me that 
Tam a little fellow and a deal involving 10 or 20 tons of steel means 
some ‘thing to me when vou say exte nsive, if you are Sony, the average 
Senator’s definition, I would say the answer is “No.” 

Mr. Lone. Do you use this form of died adidas Mr. Livingston / 

Mr. Livinesron. No. 

Mr. Lone. How do you advertise ? 

Mr. Livinesron, I send cards to mv trade offering what I have. 

Mr. Lone. ‘That is the same form that we have, a letter or post card 
mimeographed or typewritten sent through the mail saving we had it. 

Mr. Livinesron. I did not pav attention to what was being offered. 

Mr. Lone. They list the different things they have. 

Mr. Livinasron. If they have 10 or 15 tons of that I would say it 
would be delivered. , 

Mr. Lone. Do you list the prices on vour post cards / 

Mr. Livingston. Sometimes. 

Mr. Tone. Sometimes they do here. Do you list the quantities 
available / 

Mr. Livingston. Sometimes. 

Senator Moopy. There is a list of the various kinds of steel] here, 100 
tons, 26 tons, LOO tons, S6 tons, 25, LOO, 110, 45. 130. and so on. 

Mr. Livinesron. Did you ever receive this letter or call or attempt 
to buy any ¢ 

Mr. Tone. No, we have collected these. We have seen hundreds of 
them from different companies, 

Mr. Livinesron. If it is offered for spot delivery the chances ar 
It is there, at least the chances are good enough to warrant a tele 
phone call, 
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Mr. Lone. That is what prompted my question a while ago. How 
do you recognize the daisy chain? 

Mr. Livineston. Future deliveries. 

Mr. Lone. You say you send a post card out like this and you have 
it to sell but evidently most of them do not. You say when you do 
have it for sale, according to your definition it is no daisy chain? 

Mr. Livineston. That is right. That is my definition. Of course 
we can always avree on another definition. I will accept yours. 

Mr. Lone. What is the highest price at which you have ever sold 
steel ¢ 

Mr. Livingston. About 18 cents a pound. 

Mr. Lone. How long ago was that ? 

Mr. Livinesron. December or January. 

Mr. Lone. —_— was the time when the ceiling price was set which 
left you ina very good position ¢ 

Mr. case Yes. 

Senator Moopy. That is one point we are getting at. The regula- 
tion provides under this general ceiling price that you may sell steel 
at any price at which you sold it during the base period. 

Mr. Livinasron. Yes. 

Senator Moopy. If you sold 10 percent of your product, is that cor 
rect, at that price / 

Mr. Livingston. I think so, I don’t know. 

Senator Moopy. During that period you sold steel at $36) a ton. 

Mr. Livingston. Yes; we sold some. ‘Those were the highest prices 
in history. That month was absolutely the peak in the history of 
steel business. 

Senator Moopy. So you can legally, without violating any regula- 
tion of the Government today, sell steel legally at $360 a ton. 

Mr. Livinesron. Yes. 

Senator Moopy. What is the normal mill price for the same type 
of steel? 

Mr. Livinesron. It will range between $110 or $160 a ton which 
I could get $360 ton which legally is worth $110—not $160. 

Senator Moopy. How much steel have you sold over $300? 

Mr. Livinesron. I don’t know, sir. It would be a pretty good 
amount. 

Senator Moopy. That is the reason you don’t want us to plead for 
you; is that right / 

Mr. Livingston. Well, that’s right. 

Mr. Lone. What is your general percentage of profit on the im- 
port steel / 

Mr. Livineston. I would say that our gross mark probably averages 
I would say maybe a little over 15 percent. 

Mr. Lone. On particular transactions you have made considerably 
more / 

Mr. Livingston. Oh, yes; we have made 100 percent on some 
transactions. 

Senator Moopy. How did you happen to make a hundred percent 
on certain transactions and only 15 on others? 

Mr. Livinesron. And 5 percent. 

Senator Moopy. Five percent how? 

Mr. Livineston. Foreign steel is always on future delivery. We 
post a letter delivery 90 days hence and the market can be a lot higher 
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or a lot lower. The steel we bought before Korea, not to be delivered 
until September, represented a big profit and on the other hand the 
steel we bought in April and which is still on hand is being sold at 
a loss. 

Senator Moopy. I see. You were referring a few minutes ago to 
daisy chains—your definition of daisy chains and our understanding 
of di uisy chains. Are _— unsavory ‘characters connected with this / 

Mr. Livinesron. Yes, sir; but on the other hand they might think 
I’m one. 

Senator Moopy. When you say “Yes,” what do vou mean? Would 
you be able to tell us the type of people involved ¢ 

Mr. Livinestron. Yes. Usually—at least ] am talking about people 
who are attempting to gain the profit of the risktaker without taking 
the risk, and attempting to sell first and buy later and have either 
the seller or the buyer do the financing for them. 

Mr. Lone. You do all of your own financing / 

Mr. Livinesron. Yes; and we sell nothing that we don’t own that 
ve havent bought and paid for. 

Senator Moopy. Is that an extensive practice in the market / 

Mr. Livinesron. Yes. Which practice ‘ 

Senator Moopy. Selling first and buying later. 

Mr. Livinasron. Yes; it is extensive in the number of people 
volved. It is not extensive in the amount of steel that actually moves. 

Senator Moopy. Then getting back to the definition of what is ex- 
tensive, 500,000 tons of steel would not be a very large percentage then 
of the total supply of steel in the country. if you proportion that 

steel in this smatl business, so that they can only get a comparative ly 
mall amount of steel, you would find that very eXtensive, woul lat 
you 4 
Mr. Livinesron. Five hundred thousand tons of steel is extensive in 
a book no matter how you limit it. After all, that is all the steel 
will handle in a lifetime, maybe three or four lifetimes. 

Senator Moopy. We have had here on the stand this morning two 

-mall businesses who find they cannot pay the high prices which they 
re forced to pay. If they were in a position to pay higher prices for 
the steel they could probab ly get the business the same as you. 

Mr. Livingston. No, sir. 

Senator Moopy. Why not / 

Mr. Livinesron. The manufacturer under present regulations is 
‘imited to the amount—they only use the amount of steel allotted. - 
he could buy more without allotment he would be viol: ating the reg 
lations with one e xception and that is foreign steel, but foreign ste at 
has dried up . 

Senator Moopy. Why? 

Mr. Livinesron. Because the South American market will pay 
more today than the American market can stand. 

You see, 1 can sell foreign steel today for perhaps—let’s say 8 or 
eénts a pound—but the French or German manufacturer won't sell 
it for that because he can still get it—get the equivalent in Argentine 
money, Which I guess is pretty good money today, maybe 11 or lz 
cents 

Senator Moopy. So the French steel people are selling steel to the 
Argentine and Brazil for dollars / 
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Mr. Livrxesron. I wouldn’t know. I suspect they are getting 
dollars. 

Senator Moony. They are getting dollars from Venezuela? 

Mr. Livrnaston. Yes; or getting beef, for which somehow I imagine 
they are getting hard money. 

Senator Moopy. But you can’t eat a dollar bill? 

Mr. Livirnasron. I imagine they are getting hard money. 

Mr. Lone. Percentagewise, Mr. Livingston, how would you break 
down these sources of the steel you sell ? 

Mr. Livinesron. I would say that we convert or manufacture—as 
of what day, sir? 

Mr. Lone. Right now or going back a year. 

Mr. Livineston. Right now it is about 90 percent converted. A 
year ago about 50 or 60 percent converted or maybe 30 or 35 percent 
imported and there is always a 10-percent miscellaneous. 

Mr. Lone. I would like to know what is included in this miscel- 
laneous category. 

Mr. Lrvineston. Purchases from other dealers. 

Mr. Lone. How about from fabricators? 

Mr. Livinesron. I imagine there has been an isolated case in our 
history where we purchased from fabricators but we buy our steel 
from dealers and importers—through importers and manufacturers. 

Mr. Lone. But this other 10 percent would be domestic steel ? 

Mr. Livineston. Yes, that would be probably what you describe as 
daisy chain steel; yes. 

Mr. Lone. How would you describe it ? 

Mr. Livingston. I would just describe it as steel. 

Mr. Lone. You say you are buying it from a dealer and you are 
reselling it, aren’t you? 

Mr. Livineston. Yes. 

Mr. Lone. You don’t know how many hands it has gone through ? 

Mr. Livinesron. I hope you gentlemen all understand it is much 
more comfortable and easy, you can sleep better at night and you will 
probably live longer if you buy co steel from a mill at mill prices 
and sell it to the trades at your $40-a-ton mark-up. But, we cannot 
do that. It isa luxury we have not vet been able to afford. 

Senator Moopy. Is that the usual procedure, buying it and selling 
it at a S40-per-ton mark-up / 

Mr. Livinesron. I imagine when the market is easier it is not quite 
that high. But that is the present mark-up, ves. 

Senator Moopy. A few minutes ago when you mentioned unsavory 
characters you mean there are racketeers connected with = this 
business / 

Mr. Livinesron. T haven't ran across any in many years. 

Senator Moopy. What makes these men unsavory / 

Mr. Livincsron. There again we have the question and definition 
When you ask about unsavory character, I deseribed a man who 
attempts, without contributing anything except a lot of nerve— 
Without taking any risk—I describe him as an unsavory character, 
and | heg your pardon bees ause | know now you are talking about a 
man much lower in the social seale. 

Senator Moopy. What vou are talking about is a chisier, is that 
right / 


Mr. Livinesron. Yes. 








g 


ne 


ak 
-AS 

A 
ent 


e]- 


are 


2 
uch 
will 


not 
ling 
juite 


Vory 
this 


ition 
1 

VV Ho 

vo 


w;cter, 


muita 


that 


STEEL GRAY MARKET 29 


Senator Moopy. I was curious to know if there were any racketeers ? 

Mr. Livinesron. I would say offhand thére is none in this part of 
the country. 

Senator Moopy. How extensive do you feel the gray market is in 
this area now ? 

Mr. Livinesron. At the present time? 

Senator Moopy. Yes. 

Mr. Livinestron. It is nothing that is in my business. 

Senator Moopy. Why ¢ 

Mr. Livinesron. Because the market for sheet steel has slipped. 

Senator Moopy. How about structural‘ Is there a gray market 
today in structural ¢ 

Mr. Livinesron. I would judge that there has to be. I have no 
personal familiarity with it but Senator, you probably understand 
that if the Congress of the United States fails to enact adequate legis- 
lation to exercise full and strict control of the price then steel will be 
sold at the economic price. 

Senator Moopy. So what you are saying in effect on the stand today 
is that because the general price ceiling permits legal sale of steel at 
a price which is equivalent to the highest general price in history that 
the Government automatically has legalized gray market. Is that 
correct ¢ 

Mr. Livineston. The Government has legalized gray markets. 
Gray market is only a word. They were never anything but legal. 

Senator Moovy. Let’s put it this w ay: The Government had not il- 
legalized— 

Mr. Livinesron. Delegalized or something. 

Senator Moopy. The price of steel far above the normal mill prices 
of steel. 

Mr. Livinesron. That is correct; yes. 

Senator Moopy. Congressman Fulton has another way of putting 
it. Let’s find out what it is. Congressman Fulton points out that that 
makes the steel pass through channels that are not ordinary channels 
or are not the best channels and which get steel to the best peop le who 
can afford to pay a tremendous price, and takes it away in a shortage 
market from the small-business man, who cannot operate normally be- 
cause they cannot get steel, because it is sold at high prices elsewhere. 

Mr. Livinesron. I have heard two sides of that. I have heard big 
business complain—— 

Senator Moopy. I didn’t use the phrase “big business.” 

Mr. Livinesron, | have heard big business complain it is the little 
fellow who forces the price of steel up and I have heard small business 
complain, too. 

Senator Moopy. So this general referral back to a base ceiling rate 
has not affected the ceiling price of steel at normal mill prices, is that 
correct ¢ 

Mr. Livinesron. If the ceiling price had been fixed for foreign steel. 
[ would say at a lower level than the steel would go to the Argentine 
or Venezuela or Brazil, or some place else rather than to the United 
States so the net effect would have been that there would be less steel. 

Senator Moopy. Let me ask you this, you couldn’t just have a 
ceiling price on steel, you would have to have a ceiling price on all 
products. Would there be anything wrong in putting a ceiling price 
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on ordinary mill steel and also on steel that actually has to go through 
the conversion process you put it through ¢ 

Mr. Livrnesron. You mean a separate set of ceilings? 

Senator Moony. Yes. 

Mr. Livineston. I can see nothing wrong with that. All you would 
be doing, and I mean the total efforts waleda. would be to cut what 
you ¢ all a di aisy chain out of the steel market. Everything else would 
remain pretty much the same. 

Senator Moopy. What the Government is interested in is to vet 
steel to the fabricators and users of steel at an economic price to pre- 
vent inflation as far as we can and cut out these people who you call 
unsavory who get the profit of the business without taking the risk, 
and as you put it, operate very well, I think, to sell before they buy 
and have someone else finance it. There is no reason in the economy 
why people like that should be t: aking the profit out of the economy 
and inflating prices. 

Mr. Livinesron. That’s true. 

Senator Moopy. So the Government interest would be to eliminate 
that sort of thing which is gray market. 

Mr. Livinesron. That is true. It would have a good effect certainly. 
The amount of steel that moves from that direction 1 don’t think was 
anywhere as large as pictured, 

Senator Moopy. We have not completed this investigation. We 
are going to have hearings west of here and of course I am by no 
means the whole committee. Senator Duff couldn't be here today, 
but I think tentatively the thing we are going to do is suggest a 
rather extensive tightening of the price-range regulations on steel. 

Mr. Livinesron. I think it is a good idea. 

Senator Moopy. One point that makes that very important is be- 
cause we are fixing away steel we ship abroad for the most part. 

Mr. Livrnasron. I understand. 

Senator Moony. If we ship Marshall plan steel abroad and they 
sell it back to us at foreign steel prices why that would be quite a 
foolish operation. 

Mr. Livineston. That is right. Of course economically you would 
imagine if they use their own steel at home and let ours sts iv at home 
it would save a lot of shipping. 

Senator Moopy. As well as a lot of dollars. 

Mr. Lone. You said that generally speaking you realized a profit 
of approximately 15 percent on imported steel, is that right ? 

Mr. Livinesron. I think that is right. I am talking off the record 
but I think that is a very good figure because we were operating at a 
pretty high level prices without our market changing too much as 
we went along and of course when we filled in the losses we took at 
the end that figure may drop considerably. 

Mr. Lona. The losses that you are c urrently suffering ? 

Mr. Lavinaston. Yes. 

Mr. Lone. You do say on a number of these transactions, you made 
as much as a hundred percent profit ? 

Mr. Livinestron. I am sure. I know we must have. The steel we 
bought in May before Korea in September had jumped tremendously 
in price. 

Mr. Lone. How about the import duty on that? When is the 
import duty set? Is it set at the time you buy the steel in Belgium 
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and pay for it, or in France, or is it set at the time it is shipped from 
that country or the time it arrives in this country / 

Mr. Livinesron. It is set at 10 percent of the value, I think, at the 
time shipped. At least don’t hold me on this, ’m not an import man 
and we usually deal with a freight forwarder. I think the duty is 
fixed at the time it is shipped. 

Mr. Lona. As of the value of the product in the United States at 
that time? 

Mr. Livinaston. That is a matter of regulation you can find out. 
I don’t know. 

Mr. Lone. What I am trying to do is to find out how do you deter- 
mine your percentage of profit. 

Mr. Livincstron. If you want to know how we figure our percentage 
of profit, we figure total cost of material which includes duty, freight 
cost of material, and so forth. 

Mr. Lone. That is why lam trying to find out how do you determine 
the duty. Do you sell it before you receive it? 

Mr. Livineston. No. 

Mr. Lone. Do you pay your duty when you buy it? 

Mr. Livineston. The duty is not paid until it is received. We take 
it into stock. 

Senator Moopy. Then you mark it up 15 percent ? 

Mr. Livineston. We mark it up what the market is at the time. 

Mr. Lona. For as much as a hundred percent ¢ 

Mr. Livinestron. Yes. 

Mr. Lona. Right now it is down minus 5 percent. 

Mr. Livineston. It is more than that. 

Mr. Lona. It is not down 100 percent. 

Mr. Livinestron. No. 

Senator Moopy. As T understand it, the steel you were able to buy 
from foreign countries and sell in this country when the price was 
higher—— 

Mr. Livinasron. Was rising. 

Senator Moopy. When it was higher than it is now, is now being 
taken by Argentina, Venzeuela, and Brazil and they are able to pay 
higher prices than the American market at present 

Mr. Livinesron. Yes; but there is no gray market in sheet. 

Senator Moopy. You deal only in sheets on your imported steel / 

Mr. Livineston. Yes. 

Senator Moopy. Your conversion process. 

Mr. Livinesron. We deal only in sheet. 

Senator Moony. Why is that? 

Mr. Livineston. Because we don’t know anything about the other. 

Mr. Lone. How do you explain the fact you sold part of it to 
Westinghouse for $11.50 and the other at $14.50 to balance the market 
at the time ? 

Mr. Livineston. No. What happened was that was probably 
around December or January. 

Mr. Lona. January. 

Mr. Livinastron. In October I sold Westinghouse this material. 1 
didn’t sell them this material but I sold them other material that I 
found I was unable to deliver. 

Mr. Lona. I thought you told us a while ago you never sold steel 
unless you had it on hand ready to deliver ? 
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Mr. Livinesron. Mr. Long, I will have to take it back. It has 
happened to me and I am sure it has happened to everybody includ- 
ing the mills. But as you can see, I pay for my mistakes. I deliver 
that steel 2 or 3 months later at a price of $60 a ton less than the cur- 
rent market. 

Mr. Lona. I don’t think you paid for it—you made $7,000 on the 
deal. 

Mr. Livineston. You see we happen to be marshaling people and 
there are lots of them around. They are not very many of them that 
keep their word. We are successful principally because we keep our 
word. 

Senator Moopy. I notice also the Wilkoff Co. sold 112,000 pounds of 
steel at cost to you of $7,079.79 which was resold for $15,910.18. 

Mr. Livineston. That was part of the same transaction. That 
material was purchased early in June 1950, but there were a series of 
delays in shipment which gave us a lot of grief at the time. Ulti- 
mately the delays didn’t hurt us any because the steel instead of 
coming in October when there was an 1114-cent market, finally began 
to get in when the market had climbed up $60. That was part of the 
same transaction. 

Mr. Lone. Over 100 percent was realized on that. 

Mr. Livinesron. On all the steel purchased on that deal, there was 
that kind of a profit realized. 

Senator Moopy. Was this March 5, 1951, in which 270,306 pounds 
bought for $6.68 sold for $13.50 to $14, was that part of the same deal ¢ 

Mr. Livineston. Yes; it was part of the same deal. It was the 
250-ton purchase, if it adds up to 500,000 pounds that is it. It should 
add up to 500,000 pounds for the total. 

Senator Moopy. The reason it is different in our record is because 
these shipments came in at different dates. 

Mr. Livinasron. Yes. Supposed to be shipped from New York at 
different times. 

Senator Moopy. Is there much steel in inventories now, Mr. Living- 
ston ¢ 

Mr. Livineston. I wish I had about 10 percent of what I do have. 
We are loaded. 

Senator Moopy. You are loaded and you can’t get rid of 

Mr. Livinestron. That is right. 

Senator Moopy. Isn’t that a rather amazing statement in view of 
the fact we have people saying they are going out of business for 
lack of steel ? 

Mr. Livincston. No. Nothing is amazing any more. Our quality 
is low. We have been handling a low quality which has now be 
come submarginal but we can sell it at some price but we can’t afford 
the loss that we have to take. We are hoping the market improves 
and will let us get out from under. 

Senator Moopy. I wasn’t directing my questions so much at your 
inventory as generally. 

Mr. Livinesron. Inventories of prime steel probab ly are very low. 
I am talking about sheets now, they would probably be up some to 
what they were but inventory of secondary goods are climbing steadily. 

Senator Moopy. The inventories of prime steel are low and the in- 
ventories of secondary steel are climbing. 
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Mr. Livincston. I believe that is right. I know it is true with me. 
Senator Moopy. That indicates the relaxing in the market. 

Mr. Livinesron. At least a more selective market. You see, it costs 
more money to use secondary steel. You can use the same and you 
get the same end result but it costs more money to use the steel, more 
labor and more waste in the plant in fabricating. 

Mr. Lone. Because of your close assoc lation with this high-price 
steel, Mr. Livingston, you might be in position to make a saaihleiions 
for us. Assuming the Government does not issue a dollar-and-cent 
regulation on steel, what do you predict for the first 6 months of 
1952 as to the price of steel? Let’s take first your particular type of 
steel: (1). will the market continue to be soft or: (2), will the steel 
get more scarce and perhaps even exceed the prices in December and 
January when they were at an all-time high ? 

Mr. Livinesron. We are in constant conference 8 hours a day and 
we change our mind from hour to hour. I wish I knew the answer to 
that lestion, if I had an answer that L could stand firm on I would 
gamble all I had on it. 

Mr. Lone. Holding the steel you now have on hand ? 

Mr. Livinesron. Yes, and buy more. We were able to buy a poor 
erade of steel but still it is something from the mill. Although we 
can’t make any money at it at present we are running it through. 

Mr. Lone. What conclusion was reached on the matter at the last 
conference ¢ 

Mr. Livinasron. In the last conference we decided to steer a middle 
course. We can't go overboard, and, on the other hand, we ean’t step 
out. Of course, that is probably what we will do after all of the talk, 
no matter how we feel at any one minute. 

Senator Moopy. Mr. Livingston, how many markets are limited ? 

Mr. Livingston. None. 

Senator Moopy. How about warehouse steel ? 

Mr. Livinesron. The same. 

Senator Moopy. You feel it would be a constructive measure, in the 
interest of getting steel directly to people, to have a limiting statute 
on the regulation of mark-ups on steel ? 


Mr. Livinestron. I have never considered it. But I will give you 
a moment’s thought _ give you an ads opinion. I don’t know 
whether that would be any better than price limitation. It would 
probably ly be more difficult to enforce than a speci ific price — itation, 
and it right interrupt the flow of steel because there can be a series 


of transactions. There are, as you understand, legitimate sur alien 
due to change of models and expansion, contraction of operations, ancl 

» forth: and if a manufacturer were oo to dispose of a genuine 
surplus without the purchaser from him being able to sell it, then, 
under those circumstances, because you already have had vour limited 
mark-up, I think probably it might have some possibiliti les, but I think 
the price limitation would be about the same. It is hard to tell. You 
know actions speak louder than words. In principle I am in favor 
of it, but in practice that is another matter. 

Senator Moopy. What would you say about it, or would you leave 
it out ? 

Mr. Livinesron. Well, I think that most of us don’t really like the 
extension of control over our economic system. I don’t think we really 
enjoy it. 
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Senator Moopy. I might say no one likes that, but this is a situation. 

Mr. Livineston. But we all realize certain controls are necessary 
and a number of necessary controls are increasing, and we just have 
to go along and take what is necessary. You have to determine what 
is necessary, and I see you are doing a good job of trying to find out 
how. I will take and stand by anything that is necessary, but I can’t 
say I’m going to enjoy them. 

Senator Moopy. Of course, those of us who have the duty of setting 
up the law in which the regulation is established don’t like controls, 
and we think—we have been told by Mr. Wilson, the Mobilizer, that 
after about 2 or 21 years it will be possible to lift them in all prob- 
ability for two reasons: First, because the expansion of steel—perhaps 
not of copper, but of steel and aluminum—will probably be sufficient 
to lift the basic supply of those metals; and, secondly, this military 
program is a 2-year program, as you know. Thank you very much, 
Mr. Daen You have been a most interesting witness. 

Mr. Livinesron. Thank you. 

Senator Moopy. The hearing will be adjourned. 

4 hereupon a recess was taken at 12 noon to 1 p. m. of the same 
day. 

AFTERNOON SESSION 


STATEMENT OF JOHN E. TIMBERLAKE, GENERAL MANAGER OF 
SALES OF JONES & LAUGHLIN STEEL CORP. 


Senator Moopy. Mr. Timberlake will you raise your right hand and 
be sworn’ Do you swear to tell the truth, the whole truth and noth- 
ing but the truth in answer to the questions propounded to you, so 
help you God ? 

Mr. Trowpertaxe. I do. 

Senator Moopy. Will you state your name and business please? 

Mr. Timpertake. My name is John E. Timberlake and I am gen- 
eral manager of sales for Jones & Laughlin. 

Senator Moopy. You have the responsibility of placing this steel 
that 1s produ ed by your company ; is that correct ¢ 

Mr. Tiwpertake. Actually in corporate affairs: yes. 

Senator Moopy. Do you want to make a statement here before we 
start asking you questions as to what the situation is today in the 
steel market and the supply as you see it / 

Mr. Timprertake. I would because I have thought it out briefly and 
in an orderly manner and then you fellows can follow, if you ‘don’t 
mind. 

Senator Moopy. Do you have a written statement there / 

Mr. Timpertakr. I have one that. I wrote myself; ves. 

Senator Moopy. Do you have a copy of it? 

Mr. Timpervake. Yes. 

Senator Moopy. Could I follow it along, please ? 

Mr. Timpertake. Yes, please. It is not very perfect from the 
Harvard English standpoint, or something like that. Didn’t have 
much notice. May I begin? 

Sen: Moopy. Yes, indeed. 

Mr. Trveertake. The Jones & Laughlin Steel Corp., Pittsburgh, 
Pa., operates three basic steel-producing plants, located in Pittsburgh 
proper, Aliquippa, Pa., and Cleveland, Ohio. The combined product 
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of all of these plants covers what is generally considered as the com- 
mercial list of basic steel products, although we do not manufacture 
within any given product the full-size range, finish, shape, and all 
of the grades of steel used by American industry. There is a con- 
siderable variation by product in the percentage of the product pro- 
duced by J. & L. against the national total for ‘that product. 

In the year 1949, our records indicate we shipped 4.9 percent of 
the finished steel produced in this country, in 1950, 4.9 percent and 
the latest available figures through July 1951, 4.7 percent. ‘These 
statistics mean that in 1950 we ship ped 3 3.844.000 tons of steel produ cts, 
which was 802,000 tons or 26 percent over our L949 shipme nts. Oar 
shipments for the first 9 months total 2,983,581 tons and would seem 
to indicate shipments of 3,990,000 tons for 1951, or 3.5 percent over 
1950. 

As we all know, J. & L. is making one of the major contributions 
to the eg 8k steel capacity through our expansion at Pittsburgh 
works in basic ingot capacity amounting to an increase of 1,200,000 
tons ates annum, and expansion of basic ingot capacity at Cleveland, 
amounting to 360,000 tons annually. 

Senator Moopy. When will that come in, Mr. Timberlake / 

Mr. Timpertake. Along with the basic steel e xpansion has necessi- 
tated heavy investments in new finishing mill capacity to deliver this 
steel to the American public in useful forms and shapes. We expect to 
tap the first new open-hearth furnace on Tuesday, October 30, and we 
are driving toward completion of the present expansion program by 
June 30, 1952 

Senator Moopy. Now, when did vou start that expansion ¢ 

Mr. Timper.ake. Well, it seems like when I was a boy. 

Senator Moopy. Can you give us any date ¢ 

Mr. Timper.axe. I would say we started almost 3 years ago for basic 
engineering and the plans. 

The Cuarmman. Did you have to go all the way back in reshipping 
that sort of thing? 

Mr. Timpertake. Yes, we had, Senator, spent a lot of money im- 
mediately after the war in analyzing, locating, and planning and 
determining how much money we would have to spend on coal and 
ere. ‘There is no point in building plants that can’t be served by raw 
material, 

Senator Moopy. May I ask you a question? It may not be exactly 
on the point of this investigation but it is very important to Congress 
from the standpoint of obtaining ore. You have heard, of course, 
about the Labrador deposits. *Would you be in favor of the St. 
Lawrence deve lopment if you could get those deposits in here / 

Mr. Tiwprrtake. Frankly, I haven't heard any expression either 
way. We have spent most of our money in research on taconite prop- 
erties and further development = our own New York State ores. I 
would say that my guess is that J. & L. and its position in the industry 
feels better off in our investments on domestic source, so we are trying 
to work out our own problem in our own way. 

Senator Moopy. You wouldn’t oppose that problem, would you, 
bringing ore into the country ¢ 

Mr. Timpertaxe. Personally ? 

Senator Moopy. As I said, it is off the track, but there has been a 

reat deal of talk about the ore ranges, their being depleted and there 
hi is been a great deal of discussion in Congress on that point. 
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Mr. Timpertake. I am sorry, I don’t know. 

Senator Moony. It reaily is a good business. 

Mr. Timpertake. Mr. Long, in his letter of September 29, 1951, 
paragraph 4, indicates that this committee would discuss the general 
steel situation, particularly the problems of the small-business man 
in the current shortage. 

In our opinion, the outlook for steel in 1952 is good, in the sense that 
more will be available to the public than at any time in the history of 
the Nation. It’s our opinion that there may be a surplus of some 
products developed during the course of the year, depending on the 
influence of the defense program on civilian consumer goods and 
services. Addressing ourselves to the subject of small business, their 
problems are fundamentally the same as those of all business, big, 
medium, and small. In small business, they are striving under a 
free-enterprise system to become bigger businesses, and the history of 
‘our customer accounts indicates that some of our best big customers 
were all small businesses at one time. In many of these businesses, 
we have had a prominent part in their growth through the vears. 

Senator Moopy. Mr. Timberlake, let me interrupt you again. Of 
course it is true that part of our system is to make big ones out of 
little ones? 

Mr. Timpertake. Surely. 

Senator Moopy. However, the problem, as we see it is not quite the 
same all the way. We just concluded a few weeks ago a hearing on 
nickel shortage and we found that a number of small businesses that 
use to pay 6¢ cents a pound normally are being handicapped se- 
verely by prices and there were gray-market prices running up as 
high as $4.50 a pound which was paid by larger concerns that could 
afford to pay those prices. So, the position of the big business and 
small business was not quite the same because the little fellow could 
not pay that amount whereas the big one could, 

Mr. Timpertake. Yes. J. & L.’s attitude toward small business has 
been and is today one of full consideration. Our sales force give con- 
siderable attention to small business because we need small business 
for the distribution of our products, and we watch small business in 
order to grow with management who have the capacity and the prod- 
uct to grow into larger businesses. 

We had occasion recently to compare our mill distribution for Sep- 
tember 1950, with our mill bookings for September 1951. To dem- 
onstrate our interest in distribution, we will. bore you with a few sta- 
tistics. In September 1950, we served 1,853 mill accounts. In the 
bracket of 1 to 49 tons, we served 1,029 accounts with shipments. In 
other words, 55.5 percent of the total mill accounts served were small 
accounts receiving less than 50 tons. We also consider 50- to 99-ton 
accounts as small accounts: 308 accounts were served, or 16.6 percent. 
Thus, out of the total of 1,853 mill accounts, we served in number 
1.337 small accounts, or 72.1 percent of the total mill accounts receiv- 
ing J. & L. steel in September of 1950. 

Senator Moopy. How much is your total production ¢ Do you 
happen to have a sheet giving us that ¢ 

Mr. Timpertake. I don’t have that but I was told production, I 
would say, that it ran probably 20 percent of those small accounts. 
For 1951 our September bookings show a total of 1,917 mill accounts 
against 1,853 mill accounts the year previous. In the bracket 1 to 49 
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tons, we find 1,233 mill accounts, or 64.3 percent, against the 55.5 
percent the year before. 

Skipping along here, in addition to the small-mill accounts, Sep- 
tember 1951, 78.7 percent small accounts and last year only 72.1. 

In addition to the small-mill accounts, we furnish steel to thou- 
sands of small buyers through our J. & L. warehouses. J. & L. oper- 
ates seven steel warehouses located in strategic industrial centers, 
serving by actual record in 1950, 13,464 individual customers. New 
acounts for the first 8 months of 1951 total 1.379, or, roughly, 10 per- 
cent. This is a further indication of J. & L.’s interest in serving the 
small-business man. We find it both desirable and profitable to dis- 
tribute our steel to a large group of customers covering the whole 
range of American industry, whether mining, manufacturing, trans- 
portation, or whatever it is. 

We also serve the small-business man by distributing our steel 
through jobbers, who in turn sell it ret: ” or serve dealers, who in tur 
sell at retail by the bundle, by the piece, by the keg. 

Cold-finished bars, pipe, and wire products are particularly heavy 
in their percentage ot jobber distribution. with lesser tonnages in hot 
rolled—let’s change that word—lesser percentages of the total in hot 
rolled bars and shapes and sheet metal products. The latest figure, 
Senator, I have on that, in the second quarter of 1951, indicates that 
approximately 23 percent of J. & L.'s finished steel products were 
ship ped to job be Ts. i} his group hi id; a pre fe rred position, Gove rhnment 
regulations requir ing a minimum of 85 percent of shipments on their 
base period of tonnage. The percentage going to jobbers will in- 
crease for 1952, as a regulation was issued requiring a minimum of 
LOO percent of base-period shipments directed toward jobber distri- 
bution. 

Addressing ourselves to the question as to the procedure used by 
J. & L. in selecting which orders to fill, we are handling , OUF sales 
of steel products and distributing as fairly as possible within the 
framework of Government regulations. We have been given a pro 
duetion pattern by NPA for each product. We are actually selling 
steel in some parts in order to occupy fully our mill re nt and 

labor. In other words, in certain sizes and products we have to hunt 
for buyers who have tickets permitting them to purchase steel n those 
particular items. You will understand under some of the regulations 
we are permitted certain flexibility; under other regulations, all 
ving to do with the acceptance ot orde rs, Wwe are permitted no flexi- 
bility. 

Senator Moopy. May I ask you if any buver is able to take that 
steel off your hands ? 

Congressman Epernarrer. Just on that point, Mr. Timberlake, 
what type of steel can be bought on the open market gener: ally ¢ 

Mr. Timpernake. All types of steel in cartons can be bought on the 
market openly from the steel warehouse. I don’t believe anything 
can be bought from the mill today as a mill order without a ticket, 
Without some special regulation. 

Congressman Erperuarrer. I was rather surprised, Mr. Timberlake, 
that every type of steel was in short supply. From what you say, 
there an a a number of types of steel that are not in critical sup- 
ply—ean be bought on the open market without a DO. 
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Mr. Timpertake. Now, get it straight, a mill can’t sell steel without 
tickets or without a directive like we have, say, on warehouses. You 
can go over here to a steel warehouse or retail establishment and they 
fortunately can continue to sell their small quantities of steel without 
a priority. 

Now, if someone comes in with a priority, that goes first; and I be- 
lieve they are only required at the present time to sell a minimum of 
30 percent with priority. The balance they could sell without. Ac- 
tually, in our own seven warehouses, I suppose that we run, accord- 
ing to the last check, someplace between 60 and 85 percent, depending 
on the item. Now, a farmer doesn’t need tickets to buy barbed wire. 
He doesn’t need tickets to buy nails, and there isn’t any sense in put- 
ting tickets on that. It Just makes a lot of paper work. 

Congressman Enernarter. Am I getting the impression there is a 
surplus of certain types of manufac tured items, items manufactured 
in steel, a surplus on the market ? 

Mr. Trmpertake. No, and yes. Some items there is a surplus. We 
are selling electric-bulb tubing and we are selling wire rope freely 
solicited. We sell many of our specialties. 

Congressman Errernartrer. And then, do you have to do a sales- 
man’s job on some items / 

Mr. Timpertake. Yes; oftentimes we have to do a salesman’s job 
on some bracket that is quite important because we have to find the 
people with the tickets that will fit the machine sizes still open. We 
lave two duties. We have the duty to meet and make a certain ton- 
nage of, say, structural steel, or, better yet, cold-drawn bars. Now, 
to produce bars from one-eighth of an inch to 7 inches requires a 
number of machines. 

We can easily sell and run out of priority orders on certain sizes, 
but we may have to look around to find somebody that wants 8-inch 
or three-quarter inch or some other size that doesn’t happen to be 
under heavy pressure. 

Congressman Erernarrer. Just one more question, Mr. Timberlake. 

Mr: Trovpertake. Go ahead. 

Congressman Erernarrer. Is there a shortage or surplus in cast- 
iron finished products ? 

Mr. Trwpertake. We don’t make them, and I wouldn’t know. 

Congressman Epermarrer. Thank you. 

Senator Moony. I have more questions, and I think Congressman 
Fulton has. Maybe you had better go ahead. 

Mr. Trwpertake. All right. Addressing ourselves to this question, 
as to how we select our business, we are actually selling steel in some 
products in order to actually occupy fully our mill equipment and 
labor. You will understand under some Government regulations we 
are permitted certain class flexibility, and under other regul: ations all 
we have to do is fill the orders with no flexibility. Generally speak- 
ing, within the framework of regulations we are obligated to accept 


orders carrying ratings for direct milit: ary and atomic-energy proj- 
ects. We have rien ifie instructions regarding warehouses and com- 
panies classed as nonintegrated steel producers. The remainder of 


the tonnage to be distributed is apportioned to those accounts with 
whom we have obligations based on a historical background of their 
dependence y on J. and L. 
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Senator Moopy. Is that still the case, Mr. Timberlake ? 

Mr. TimpBertake. Yes, sir. 

Senator Moopy. How can you distribute steel on a historical basis 
if the CMP does not allocate steel to you to distribute on your 
historical basis ? 

Mr. Timpertake. Well, Senator, we try the first-come, first-serve 
basis. 

Senator Moony. They did try that ? 

Mr. Timpertake. They did try that, and if people came in from 
long distances and tried to grab the steel and other industries and 
hoped to get in on both sides of the fence, and because of the many 
grades and finishes and plant practices where we have to make the 
steel for the other fellow’s machine, we just lost a lot of production 
and caused a great furor; so, we plan ahead a matter of 2 or 35 months 
with the NPA, and after the month’s tonnage whatever remains we 
have a 90-percent selective privilege. Now, sometimes that is quite 

lot of steel in one product and not too much in another. We have 
got to know the business and its ramifications. 

Senator Moopy. That is after military and atomic energy g 

Mr. Timpertake. After military and atomic energy and noninte- 
grated mill requirements. 

Senator Moopy. And after warehouse ? 

Mr. Timper.ake. Yes. 

Senator Moopy. Where is the line drawn, Mr. Timberlake # What 
if a man had an order for a jet engine / 

Mr. Timpertaker. He would get an 8A ora directive. You see, the 
other fellows have different alphabetical identifications; so, we can 
pick out basically the military and Atomic Energy quarters by their 
ratings. Now, as I go on here, there is still a portion of that that 
we can’t pick out because other ramifications of the supplies that 
get lost in some suppliers’ authorities. 

Senator Moopy. What I had in mind was whether or not the re are 
any of your historical customers who are not getting the steel they 
need to carry out milit: ry orders ¢ 

Mr. Timpernake. Well, I would think not. because it has been the 
practice to release the tickets to the military and Atomic Energy in 
advance of civilian services so that they got a head start of a month 
or two before the ordinary manufacturing groups are given their 
tickets as to how much steel they can buy. So, if they don’t get it, 
Senator, it is due to their own confusion within their own services. 
If they don’t know what they want and they sit on their tickets, 1 guess 
there have been cases where the ‘y got stuck. Then, what they do is 
go back and get their directive and shove it in anywhere if somebody 
else falls out the bottom. 

Senator Moopy. So, the latter part of your answer indicates there 
is no shortage of this working on war contracts; is that right / 

Mr. Timperiake. Not as far as I know, be ause they are a must. 

Senator Moopy. They should be able to purchase it. 

Mr. Timper take. Yes. 

Senator Moopy. I have had some reports that persons who are 
working on, say, jets were not getting all of the steel they are entitled 
to get. 

Mr. Timpertake. What I have heard, speaking personally, Senator, 
on jets or some of these military and Atomic Energy projects, they 
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have been on the construction end of NPA, trying to sort out what 
is most important in new construction. That is just from what I 
have been told by people who are responsible for these projects. 

Senator Moopy. You want to proceed with your statement é 

Mr. Timpertake. All right. 

Sr ricmmnaag Kutron. Could I comment just a minute, there. 
I believe you set your mills schedules up about 6 weeks in advance, 
don’t you’ You get the tickets in for a later mill run; that is, run 
6 weeks later. Is that not right? 

Mr. Timpertake. Substantially, but not actually. 

Congressman Funron. Then what happens is on many of these 
plants that are being built—for example, jet engines or war products— 
when they come to construct these plants there are parts of them that 
may be A tickets or B tickets, and it might hold the plan up because 
you can’t tell from your records that they needed to go into a certain 
plant that is a prime need 4 

Mr. Timpercake. That’s right. 

Congressman Fuvron. So, actually, the confusion is not on your 
records but is on the scheduling of the National Production already 
and the factory are mixed in with urgent jobs to some people that 
only have B tickets when they should have A ¢ 

Mr. Trmpertakr. That is quite possible. The trouble is not with 
the basic mill scheduling but with the lack of coordination of these 
jobs so the purchaser from you can get the steel he is entitled to. 

Actually we have to know 95 percent of the final figures of what. 
we are going to do for the first quarter; that is March, January, Feb- 
ruary, and March of last year. We have to know that now, and we 
have to go ahead with the booking of orders, paper work, and start 
organizing now, or we will never get the job done. We always leave 
some open _— there that is required by law to take care of emer- 
gencies, but the big end of the job in the steel business has to be han- 
dled further ahead than any 6 weeks, but the law says “6 weeks.” 
That is, up to 6 weeks in advance of a given month, why, we are sup- 
posed to perform all of these, 

Senator Moopy. You want to proceed ¢ 

Mr. Tipe RLAKE. Addressing ourselves to the second point of your 
letter, “The ability of the new businessman with no historical buying 
pattern to place orders for steel,” presumably the new man re ferred 
to would mean the new small-business man. The small-business man 
as we generally know him and find him in the steel business is a 
pretty resourceful fellow. Unlike the Government people who seem 
to make a great political furor about small business, our sales-depart- 
ment people sincerely admire and respect small business. Those who 
are capable and per form useful services usually do not remain small 
very many years. Such a company is usually wholly owned by one 
individual, family, or may have two or three partners. Their record 
in our business indicates that while making a living they are also 
building ed a considerable estate and individually make more money 
and live better as a reward for the risks they take and the personal 
efforts they make than employees who operate large corporations for 
the benefit of thousands of stockholders. 

We regard them as the new entrepreneurs and new capitalists of 
any business period. Past investigations, which we have read, have 
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been rather amusing as to some of the characters representing them- 
selves as small business. Most of them are pretty well off individually 
and fully able to take care of themselves; and, in line with their own 
entrepreneur spirit, they will use any means available to try to grow 
bigger. Their opportunity is best when we are not Government- 
regulated. 

The new businessman, with no historical pattern to place orders 
for steel, falls in one of several classifications. Many times there is 

boom market and he wants to go into business. He is the kind of 
fellow who believes he should have 10,000 square feet for a shop at 
the corner of Fifth and Smithfield right out of Kaufmann’s Depart 
ment Store so that he in turn can sell shoes, dresses, and dry goods, 
Then, as he grows, Kaufmann’s should give up more floor space so 
he can grow. 

The other type of new business man has a new product, a better 
product, an invention, a new service at a location where it is not 
being performed. He obviously is the man who in the long pull 
the fellow we want to help and be interested in even when demand 
exceeds sup yply. 

There is a third type today who is armed with A to E tickets for 
direct military and atomic-energy projects essential to our defense ; 
and, of course, such a person or manufacturing concern has been 
cluded and protected under NPA regulations. 

If he is very small, he will, undoubtedly, be able to get steel from 
the numerous steel warehouses located throughout the country. There 
are said to be some 2,500 general steel warehouses merchandising bars, 
shapes, plates, sheets, and so forth. If he needs wire products or pipe, 
there are said to be some 25,000 such warehouses. We are told that 
the number of tickets issued for steel by the NPA is in balance with 
the steel produced; therefore, we must assume that there is steel for 
the new businessman. Not always available at the first doorbell he 
rings, but eventually he should find a home for his requirements. 

Addressing ourselves to the next point, “The effectiveness of the 
application of Government regulations and what can be done to make 
them more effective,” we sincerely believe, in this twilight period, that 
American economy and American initiative would be better preserved 
and produce better results without Government regulation. We be- 
lieve that the Government should confine itself to the issuance of 
priority for military and atomic energy applications. If, however, 
the Government insists on 100-percent control of steel, the question 
you ask has been covered in a prepared brochure entitled “Report and 
Recommendations of Representatives of the Iron and Steel Industry 
Who Attended a Meeting Called by Mr. Charles E. Wilson, in Wash- 
ington, D. C., on September 27, 1951.” The report is a result of 
thoughtful consideration of the industry’s experience under Govern- 
ment controls. 

Our men who exercise administrative authority have 20 to 40 years 
in the business. They know our mill accounts. They know the plant; 
they know the people, and they know the history. We know see h 
buyers are inclined to exaggerate and which ones are justified and 
honest in their needs. Even in times of inflationary demand, our 
5 percent of the Nation’s steel capacity can be best evaluated and dis- 
tributed by such men and not by regulation. 
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Senator Moony. Mr. Timberlake, aren’t you saying that it is better 
for the steel companies to decide who outside should receive this steel, 
rather than have the Government do it ¢ 

Mr. Timper.take. Right. That’s our position. 

Senator Moopy. Does that give an extraordinary amount of eco- 
nomic power to direct the business ¢ 

Mr. ‘Timper.ake. It is about 5 percent as for us, but it gives 20 
times as much power to a few people in Washington. 

Senator Moopy. You are speaking of your own company—5 percent ; 
is that right ? ¢ 

Mr. TimBertake. Five percent; yes. When you give 100 percent 
in Washington, it is 20 times as much power. 

Senator Moopy. That’s right, but what percent of the steel produc- 
tion in the country is controlled by the leading steel producers / 

Mr. Timpertake. I don’t know. Does somebody have the figure ? 

Senator Moopy. Roughly ? 

Mr. Timperiake. I guess about 60 percent. 

Senator Moony. I believe it is a mistake to assume that anybody is 
looking for a chance to regulate under certain regulations. 

I haven’t been able to discern that but I do feel that anyone who 
asks for Manly Fleischmann’s job ought to have his head examined. 
It is a rather difficult position down there. I know. But, figures 
show—I won't try to quote from memory—but there is a much greater 
demand for steel from all purchases, and that basic fact you don’t 
dispute, do you! 

Mr. Trpertake. When was there a much greater demand for 
steel ? 

Senator Moopy. Right now. 

Mr. Timpertake. Well, when you put things under Government 
controls, Senator, you don’t know what the demand is. At least we 
don’t know officially. I wouldn’t know what the demand is. At 
least we don’t know officially. 

Senator Moopy. Don’t you think there are more people wanting 
steel now than can buy it ? 

Mr. Timeertaxke. Not any great percent; no. The pressure I would 
say has been gradually declining—I would say that is true over the 
last several months. 

If you were selling steel the whole first 6 months of 1950—— 

Senator Moony. You were what? 

Mr. Tiweertake. We were selling steel and then Korea came and 
then money—steel or anything else that you could get was better than 
your money so they all bought as much of anything as they could get. 

Senator Moopy. Who do you mean by they ? 

Mr. Trmpertake. The public, the people, starting with individuals 
and companies and so forth. 

Senator Moovy. Let me put it this way: Do you feel if there wa3 
no CMP, if the regulations were lifted, that you could supply the 
people who would come to you to buy steel? In other words, would 
you have a seller’s market or would you have a buyer’s market ? 

Mr. Timeertake. Well, let’s see. You are asking me the same ques- 
tion as the boss asked me. Senator, I think you are awfully close in 
this country to satisfying the individual demand as far as his ability 
to buy is concerned. 
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We have been running on borrowed time now and Korea was the 
only thing that gave it the needle. 

Senator Moopy. What do you mean? Who has been running on 
borrowed time / 

Mr. Timeertakr. This high productivity. This high prosperity. 
In other words we had a pent-up demand for goods and services at the 
end of the war and it just came within an eighth of completely satis- 
fying the public even on automobiles, would be my guess the firs’ 
6 months in 1950, 

Now, you come along and you stimulate it with a new factor, the 
Korean war. 

Senator Moopy. In that case why did your company decide to 
expand? You understand I think it should expand, myself. I am 
wondering why, if you think the matter was about to give out, why 
did you decide to expand ? 

Mr. Timpertake. Expansion was underway at the time of the Ko 
rean outbreak: that involved—let’s see—about 600,000 tons, I believe, 
of blue steel and the balance was obsolescence and high-cost equip- 
ment. 

Senator Moopy. What was the balance? Was that a great balance 
or just a little bit 4 

Mr. Trimpertake. No; let me figure here. We were building six 
furnaces. We were re placing about 400 tons of obsolescence and about 
600,000 tons in new capacity was being added. 

Senator Moopy. But you about the same time decided on this 
increase ¢ 

Mr. Timpertake. No; not until after the war. 

OF course, they had been planning it for years, We all had plans. 

Congressman Esernarrer. Expansion plans ?/ 

Mr. Trmperntaker. Certainly. Plans and analysis go on all the 
time, 

Senator Moopy. It seems to me, Mr. Timberlake, that there are two 
approaches here. One is that the economy or demand was about to 
run down, which would indicate we had too much steel, and the other 

the indication that there was enough steel, which has been borne out 
a along. I remember as a newspaperman in Washington about 

. 1 believe, there was considerable dispute as to whether or not 

here was too much steel capacity in the country then. I am not dis 

puting the reasons for which you decided but successive ‘ly you had 

ndication that those pa were definitely on the low side were demand 

ing expansion in each case, and that would be right so far. Would you 
say that / 

Mr. Timpertake. Yes: I think the war has made them right. 

Senator Moopy. They have been right so far? 

Mr. Timprrcakr. War has made them right, but not the natural 
vrowth of supply and demand. 

Senator Moopy. We don’t want to get too far afield in this thing. 
I just wanted to touch upon that. We want to get back to the fact 
that none of us want to have any more Government regulation than is 

necessary, but when you have a situation where the demand is much 
‘ater than the supply it seems to me it would be questionab le prac- 
tice, as I think you suggested, to let the decision be in the hands of : 
few people who might have their own friends in business and it 3 
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a considerable amount of economic power to put in private hands to 
mold the destiny of a small business or a large business, isn’t it 

Mr. Trapertaxe. Well, I don’t go along with your statements at 
all. In the first place we are 5 percent of the ingot capacity of the 
Nation. 

Senator Moopy. I am not talking about Jones & Laughlin. 

Mr. Timpertake. No one man makes all those decisions. We have 
several hundred people on the sales force. I don’t see all the orders 
and no one man sees all of the orders. No one man contacts all of 
the people. We have 4,000 or 5,000 mill customers. Your decisions 
are made and recommended all along the line and I don’t see why after 
we do the job of defense we shouldn’t retain and fight for the privilege 
of selling people of our own choosing and according to our own best 
financial interest. 

We have to balance public service. The matter of making a certain 
mmimum amount of money. Then we have to balance this boom 
demand against work and we sell steel when there is a surplus. All 
of those considerations. 

Senator Moopy. Of course, you have to take care of your customers 
who are your steady and big customers at the time of the steel sur- 
pluses; is that correct? Is that what you meant by that? 

Mr. Timpertakr. No; I mean the distribution in locating and dis- 
tributing—in distributing our steel throughout the country in a time 
of boom, we often go farther afield to distribute it, so that we retain 
a foothold and a broad market regardless of the fact that it might be 
sold in some other product at a higher price or in some nearby location 
at a better return. You have to balance all those things, and why 
you consider that an excessive power in the hands of the people that 
own the business, I wouldn’t know. 

Senator Moopy. Well, I had this in mind, basically. It is difficult 
to draw the line between what is not a defense order unless you are 
going to stop right at guns or tanks, and, as you know, there is 
considerable discussion about whether our transportation system 

Mr. Timpertake. You didn’t stop there. You said everything was 
for defense. 

Senator Moopy. I didn’t say that. 

Mr. Timpertake. No; the Government. 

Senator Moopy. I think you will find the application—this is just 
a collateral conversation—but I think you will find it interesting and 
basic as to how the law or regulation should be changed in this country. 
The amount of requests for steel and for certain other products— 
copper and aluminum—which have a definite defense connotation, 
as submitted to the NPA, is greater than the entire supply, according 
to Mr. Fleischmann. Therefore, if you are going to say that you 
take care of defense first, you see, you would still not be able to 
supply everyone. J. & L. has 5 percent of the supply and other big 
steel has a higher percentage; therefore, steel would be difficult unless 
you had a Government regul: ation, or unless you were going to get 
right back to the place where only guns and tanks and airplanes and 
actual weapons are characterized as defense. It is almost impossible 
to get by without an allocation system. Don’t you believe that ¢ 

Mr. Toveertake. You can continue with that argument all night, 
but there are criticisms by other agencies. 
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Senator Moopy. You want to continue with your prepared state- 
ment ¢ 

Mr. Timpertake. We take this position because currently we can 
only identify 10 percent of our shipments from priority ratings as 
direct military and atomic energy, after a full 18 months of swinging 
into defense work. Looking at the months immediately ahead, orders 
carrying A to E ratings—direct military and atomic energy—amount 
to $2 percent. After considering practical time cycles in steel 
production, the emergency and directive calls for direct A to E ton- 
nage will probably bring this percent to 10 or 11 percent of our busine 
and, again, there will be hidden in other code numbers a certain amount 
of urgent military business which we cannot identify but it will prob- 
ably be not more than 5 percent. 

Senator Moopy. Do you say, Mr. Timberlake, they ought to remove 
allocations from steel ? 

Mr. Timpertakr. Except what they want for defense. 

Senator Moopy. You mean direct defense orders 

Mr. Timpertake. Military and atomic energy orders. We will do 
a darn sight better job in distributing that steel. 

Senator Moopy. I can understand your feelings. 

Mr. Timpertake. We have only h: ad 20 or 30 years in the job. As- 
suming we are fortunate in avel = a mi ijor conflict | ut that we have 

i. long defense period ahead of we therefore feel that our direct 
saiditi ary and atomic energy uta ments should be given all prefer- 
ence and should be the only type of business subject to Government 
regulation from a priority viewpoint. The remaining percent, what 
ever it is, probably 75 to 80 percent of the total steel, should be freed 
of regulation and business should be continued in the American way 
and on a free-enterprise basis. 

Senator Moopy. What would happen to prices? Wrouldn’t they 
v0 up? 

Mr. Timpertake. No; I think transportation and labor are your 
basic influences. 

Senator Moopy. You mean demand is not an influence in raising 


prices ¢ 


TrapertAke. Ina basic industry? I don’t think it has been for 

a number of years. 

Senator Moopy. Of course, don’t you take into consideration wheth- 
er it is the buyer’s or seller’s m: arket when you set your price / 

Mr. Triwpertake. I would like to. 

Senator Moopy. Well, don’t you! 

Mr. Timeertake. But I don't believe the competition—— 

Senator Moopy. You can’t do it now with the regulations, I will 
grant you. 

Mr. Timpertake. We couldn't do it before. 

Senator Moopy. ee you manage your own prices ordinarily ¢ 

Mr. Towpertaxe. J. & L. set their own prices? We do. 

Congressman Furron. Considering the circumstances of competi- 
tion and the whole trade in competition with others. 

Mr. Timpertake. Our prices are not the same. There is competi- 
tion today on several items. 

Congressman Fuuron. I just didn’t want the inference it was a 
joint management of steel market on sales. 
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Mr. Trmpertake. Thank you. Basically our lawmakers must re- 
member that as long as a product is in short supply there will be 
many disgruntled people who operate on the theory that if they yell 
the loudest something will be done to give them special help. All the 
regulation in the world is not going to produce any more steel. We 
in J. & L. are typical of American businessmen in our desires to pro- 
duce just as many tons of steel annually as we can obtain through hard 
work, ingenious improvements in mi inufacturing processes and prac- 
tices. As long as there is a market for more steel, we want to make 
our share and more, too. We have been following this practice for 
nearly 100 years and the excellent results should be apparent to all. 

I think I will skip your next point because I told you in the be- 
ginning what the future will be. 

The next point here, addressing ourselves to your final point—“ef- 
fectiveness of the steel companies 1n policing the price and distribution 
of steel”—this would seem to break down into two questions. Make 
it a matter of record that J. & L. does not police the price of steel, but, 
if you refer to gray- or black-market offers, we exercise every av: nilable 
avenue to us where the offer involves Jones & Laughlin. We have gone 
to great lengths to trap the fictitious offers, learn the people involved, 
identify them, and to bring suit. 

Senator Moopy. I understand you have, Mr. Timberlake. Now, 
when you read that, would you mind telling us what you mean by 
fictitious offers ¢ 

Mr. Trmpertake. Yes; I will not mind telling you. Let me give 
you an actual case. A man in Fort Worth, Tex., offered for immediate 
delivery 5,000 tons of 51-inch casings, J-55, made by J. & L. claim 
to have space in our schedules. This offer was made to several large 
and small oil companies who immediately called us, and reported the 
name of the man, the address, and the location. Then our Fort 
Worth people got in touch with this fellow and he showed that he had 
an offer froma fellow in New York. Well, let’s say he gave the address 
as the Waldorf. Then we phoned New York and they immediately 
checked and this is a matter of hours, not days. No one is registered 
there, but the clerk remembered that a fellow said he would call at 
the will-call desk for his mail and telegrams at the Waldorf. Of 
course he has a very ordinary name, so the tracing of him in New 
York would be something of a job. 

Now in other cases we were able to trap identifiable individuals by 
having the buyer invite the character right into the office, and having 
our man act as if he were also an employee of the customer. That gave 
us the opportunity to say that we heard you offer Jones & Laughlin 
steel and you haven’t any authority to offer and you haven’t any steel 
to cffor or sell for J. & L. And that has permitted us to bring suits, I 
think, in Michigan and Chicago. 

Then, we meet the other type of character that I told Mr. Long about 
where we get as close as the next room but we can’t tell who is on the 
other side of the fence— ‘the othe r side of the wall. We can't identify 
them. There “at we can’t bring suit although you have the telegrams 
and the offer, but you have got to say that this Mrs. So-and-So or that 
Mr. So-and-So is the person. They are the person who sent that tele- 
gram. We know their voice but we didn’t think that was good enough 
to bring suit. 
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Senator Moopy. You do cut them off for other supply then, in that 
case ¢ 

Mr. Trwpertake. These people never had any supply. They are 
fictitious, I would say. 

Now, we have another group here. Those are just the brokers that 
are trying, I think, to get good names on their list to go around to 
other people who are maybe smaller and not as smart, and make 
suckers out of them. 

And, in those cases they say, “Well now, if you will make a deposit 
of so many thousand dollars we will hold this offer for you.” I don't 
think they ever expected to complete a transaction but if they can get 
names of big companies that they have made these offers to, then the) 

‘an go to the smaller person and show that they are doing business 
with big people and they are trustworthy. 

Senator Moopy. I might say one of the reasons why you were invitea 
here today is because we had known youd ~ a wood job at Jones 
Laughlin and we wanted you here to tell us about it. 

Mr. Towpertake. Thank you. Then tees ‘re is another problem that 
we have had where J. & L. Steel was involved in small quantities. 
That is in the next paragraph. Wherever we have found a few tons of 
J.& L. Steel actually bought at black-market prices, we have worked 
unceasingly to develop its source and take proper steps to stamp out 
recurrences. We have for many months warned our customers that 
if we find them guilty of disposing of our product through the gray 
market or assisting such sellers of steel, we will immediately cancel 
all unshipped orders on our books, regardless of the consequences. 


° 
Ww 


Consequences meaning losses against us, and that we have done. 

Senator Moopy. How many times have you done that, Mr. 
Cimberlake ¢ 

Mr. ‘TIMBERLAKE. Well. we had one very bad case where we were 
fooled and a substantial amount of the sheet steel was being diverted 
ind we got a confession out of the owners that this was actually hap 
pening and we just shut them down. 

Senator Moopy. When did that happen ? 

Mr. Timpertaker. Oh, I don’t know. 

When was that, last year /—last fall. 

Mr. Lona. December. 

Mr. Timperntake. Yes, and they threatened all types of suits for 
fulfillment of contract but they wound up by selling their interest to 
ionorable people and allowing the plant and employees to continue 
fter being shut down 5 or 6 weeks. 

Senator Moopy. In other words you would not do business with 
those people ¢ 

Mr. Timpertake. That is right. 

Senator Moopy. When they disassociated themselves from the busi- 
ness you did not penalize the employees and so forth by shutting down 
ie plant / 

Mr. Timpertake. No. 

Senator Moopy. But you resumed your relationship with that 
roing concern ¢/ 

Mr. Timpertake. With that going concern but absolutely different 
whership. , 

Senator Moopy. Who was that ? 
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Mr. Timeer.akr. I would rather not say if you don’t mind. 

Senator Moopy. We have the name. 

Mr. Lone. The basis for your suit or action in such a case as that 
would be your verbal contract with the fabricator that he would use 
the steel for the purpose for which you sold it to him; is that right? 

Mr. Timpertake. That was the plea these people used in buying the 
steel, they were going in business, a small business, and wanted to 
make their specific enterprise after World War II and all that sort 
of thing. 

Mr. Lone. But you do have such a provision in your contracts with 
your fabricators ? 

Mr. Timpertake. Yes. 

Mr. Lone. Perhaps I am getting into your prepared statement. 

Mr. ‘TimperLake. Starting in September of 1950 we adopted the 
policy of having our customers sign the following warranty : 

Buyer represents that material covered by this order is for the use in produc- 
tion of buyer's products. Buyer warrants that it will not transfer or resell said 
material without seller’s prior permission. In the event buyer violates this 
warranty, all unshipped balances of all buyer’s orders shall be canceled. 

Senator Moopy. Have you had to cancel any ¢ 

Mr. Timpernake. I think we canceled some: ves. After all, when 
you are doing business, naturally you are dealing with all kinds of 
peop le. 

Senator Moopy. The point is, the pressure you put on the industry 
to stay in line as a general thing has been quite effective, has it not ¢ 

Mr. Timpertake. We think it has been very effective: yes. I am 
sure it has. 

Senator Moopy. We are sure it has. You have canceled out just 
enough so they were sure you meant business. 

Mr. Timpertake. We have scared people to death even when we 
didn’t have a legal position and they have actually paid the ultimate 
receiver of the black-market steel the difference that he paid the 
broker. We had a case of some fellow who got hold of about 90 tons 
of our sheets; the sheets were shipped on OLT export license, at con 
venience and it laid in the warehouse over there for awhile and 
pretty soon it wound up in one of the plants in your State. 

We didn’t have any legal position but the exporter that bought the 
steel paid. 

Senator Moopy. This was steel on export ? 

Mr. Timpertake. No; it just laid over there for awhile in Detroit. 

Senator Moopy. Where was that in Detroit ? 

Mr. Timpertake. It was the Ford Motor Co. that got it. They 
bought it in order to trap this other party. They asked us whether 
we could buy it or not and we said, “Yes; buy it.” That boy paid, I 
forget—I think $7,000. He claimed he didn’t know it was going to 
get in one of these claims. We contended we shipped you this steel 
for export to a certain country and you knew it and knew our posi- 
tion. We said, “You had better make good or else, ” 

Senator Moopy. So after you gave him your “or else” he paid the 
difference ? 

Mr. Timpertake. He paid the difference. Paid the standard market 
price and the price above. 

Senator Moony. Did he surrender a black-market profit or did he 
have to make up something else ¢ 
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Mr. ‘TimpBer.ake. Senator, I don’t think he made it all up, but this 
fe nee pleaded his honesty instead of his export broker’s commission 
of 21% percent he sought permission to make 10, and the next fellow 
ede 10 and the next fellow made 10. There were several other people 
in the deal between the time some fellow convinced the exporter here 
is the steel and the time it found the market. That we didn’t take 
into account. 

Senator Moopy. How long ago was that? 

Mr. Trmper.ake. Oh, I suppose that was 18 months ago or some- 
thing like that. There was no violation of any NPA at the time 
because we were looking for that, but it wasn’t far enough along. 

Senator Moopy. What do you think about the present NPA regu- 
lations? Of course I know you don’t like them but what do you think 
about the NPA regulations that make it possible for a man selling 
import steel to sell it for Say 8360 on the erounds that he also sold 
some steel for $360 a ton in his base period. What do you think of 
that ? 

Mr. Timpertake. Personally I think if anybody wants to pay the 
price why let them go ahead and do it. 

Senator Moopy. Well, how does that jibe with what you just said 4 

Mr. Timpertaker. Well, it is export steel coming into the country. 

Senator Moopy. That’s right. 

Mr. ‘Timpertake. | don’t see that we have any control over it. 

Senator Moopy. You wouldn't have. of course, and Lam not blaming 
your company. 

Mr. TimBerntaAke. No, and I don't see where the United States has 
any control over the foreign market. 

Senator Moopy. We do and the United States’ price now is not 
enough to compete with the South American price, as I understand it. 

Mr. TimpBertake. | understand that, ves. I say I don’t after all, 
there are two classifications. Now you can pay that if you want it 
bad enough. It is high but if you want to pay it why shouldn’t you 
Of course, if you are a sucker and you were the only purchaser you 
would just be a sucker. 

Senator Moopy. Have you completed your statement about that? 

Mr. Timpertake. Yes. ‘The second part here. 

Senator Moony. Yes, regarding policing. 

Mr. ‘TIMBERLAKE. Yes, the second part coneerns the policing of 
distribution. Today we are under 100-percent control, and orders 
which have been certified by NPA regulations are accepted at face 
value. We have no way of telling how much the Government has 
authorized an individual customer to purchase, nor do we know his 
inventory or position. There, of course, have been orders received 
bearing Government ratings, which of course, involve quantities that 
are out of line and have been referred to NPA officials. Our sales 
force is also instructed to carefully aida the rates of delivery speci- 
fied on A to E orders, to make certain that the plant will be ready to 
use the steel at a reasonable rate. 

Senator Moopy. That is very interesting. Is it your opinion there 
is or there is not considerable amount of steel in production ? 

Mr. Trmpertaker. Well, the industry called that to Mr. Wilson’s 


attention under the heading that steps should be taken to prevent de- 


livery of steel to military contractors prior to actual need. Informa- 
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tion has reached a number of producers indicating that certain military 
contractors are accepting delivery of steel far in advance of actual 
needs. Sometimes this is done at the insistence of the military. Such 
practice obviously mobilizes steel and is not fair to those who make 
steel for immediate use. 

Senator Moony. By the way, what is the date of this report? 

Mr. Trmpercake. September 27. 

Senator Moopy. Just a month ago? 

Mr. Timper.ake. Yes. 

Senator Mcopy. That was not a public report, was it? That was a 
report to Mr. Wilson ? 

Mr. TraeertaKke. To Mr. Wilson, yes. 

Senator Moony. I didn’t want to stop you from reading. 

Mr. Timpertake. That is perfectly all right. 

Senator Moopy. I wish you would proceed, if you don’t mind. 

Mr. Trwpertake. You mean this report / 

Senator Moopy. Yes. 

Mr. Timpertake. That was one of the pertinent recommendations. 
I think that is all there is. 

Senator Moopy. Will you give us an example of that? 

Mr. Timpertake. Yes: we have a good military order from a cus- 
tomer of ours, although he was a small customer, we felt that maybe 
the order was all right, so we ship it. I would say it was probably— 
let’s see—about 400 tons of sheet. We put it on the mill schedule, rolled 
it, and that’s when he wanted it. And the steel got out there on trucks. 
They had to.call out the police force because they had all these trucks 
lined up in a row with 400 tons of steel and the whole section of the 
city blocked off. 

Senator Moopy. No place to put the steel ? 

Mr. Timpertake. No place to put the steel. 

Senator Moopy. Where was that ? 

Mr. Timpertaker. Well, it went from here to Chicago and, of course, 
if we had been in town we would have known the size of the building, 
and so forth, but being in Chicago we were sort of negligent in not 
really checking. 

Senator Moopy. I don’t think you were negligent. 

Mr. ‘Timpertake. We shipped about 19 or 20 trucks, and they were 
lined up out there, and the Chicago police force were raising the devil. 
He got his steel. That is what the order said, and that is what the 
military told this boy, of course. 

Senator Moopy. I am sure there is some steel on inventory that is 
just sitting in trucks out bothering traffic. That is a rather unusual 
case but what about generally? What do you feel about the extent 
of inventories / 

Mr. Timpertake. Based on inventory figures there is possibly a lot 
of inventory both unprocessed and processed which has not been 
assembled in the complete product. 

Senator Moopy. Now that’s the sort of thing we would like to get 
into. It certainly is important at a time when people of small busi- 
ness and others are crippled for lack of steel, that there certainly 
is not steel lying around. That is one of the primary objectives of this 
committee, to find out how steel gets where it is and we would ap- 
preciate your cooperation in being more specific. I don’t think there 
would be any harm in making certain portions of it public and hav- 
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ing you expand a little on the experience of the industry with this 
particular matter because I think that is where some of the steel 
has gone. 

Mr. Timpertake. We know there are inventories in some of these 
plants of military steel and we take the position that war of course 
is wasteful. 

Senator Moopy. It certainly is. 

Mr. Timpertake. But it isn’t up to us to say how much the Army 
wants ahead of time, so that we know of plants where the Army or 
some other military division insists that the steel get there regardless 
and we feel that the military peop le should know then business and 
that all we can do is say that in our judgment the situation should be 
looked into by higher authorities all along the line to determine where 
if someone is exceeding the judgment. 

Senator Moopy. Give us this one example where your particular 
company Was involved, a rather flagrant case of that sort. Could you 
give us some others / 

Mr. Timpertake. Well, one situation which I don’t think ought 
to go in any newspaper, but I would say on this atomic energy work 
no one wants to question what they need but the manner in which we 
often accept atomic energy orders for delivery 4 or 5 months ahead 
and then the following week get a directive for immediate produc- 
tion makes the thing look like it could be just a pressure move. Now 
again I say we take the position if the atomic energy people want 
that steel it is theirs. We don’t want to question them, but some place 
along the line 

Senator Moopy. Some ‘body O ught to question them. 

Mr. Timpertake. At the proper level. 

Senator Moopy. In this case you are advocating a certain amount 
of regulation because it is beyond your ability or scope ? 

Mr. Timpertaker. I am advocating let it regulate itself. 

Senator Moopy. And regulate your own distribution ? 

Mr. Timpertaker. These are direct orders properly identified. 

Congressman Fuuron. You think then in some cases there is arbi 
trary action by Government authorities to assign its use especially 
to some types of steel on dle live ry cai ites ? 

Mr. TIMperLaAke. Yes: gener ally I think it is the old ease of each 
individual being responsible for some particular thing and he doesn’t 
want to be cut short. 

Senator Moopy. Do you mean to say the only inventory of steel 
steel] put into the place ona recognized Government order ? 

Mr. Trmpertake. The reason I point out those cases, Senator—the 
Government isn’t under inventory control. 

Senator Moony. That is true. 

Mr. Timer RLAKE. The other people have to report their inventory 
of steel before they are granted tickets for the next quarter. Now, 
for instance the oil companies have come in October 1, we will say, 
and say exactly what inventory of steel they have before their tickets 
are gr anted at the end of this month for the first quarter. Now, if 
they lie or they don’t give the right figure nothing works. 

Senator Moopy. Including this cut-off date of October 7. is that 
not the beginning of the area when there is going to be some control 
of this thing? Up until now there have been so many technicali- 


ties 
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Mr. Tiveertake. There will be not trouble at all, Senator, if you 
have the facts. It may look like you can keep cutting back until the 
tickets equi al the production, but the question is who got the tickets 
and why ¢ 

Senator Moopy. That is correct. 

Mr. Timpertake. Sure. You can make the total look very nice by 
just keep cutting the tickets out to buy steel, and so even create a 
surplus. 

Senator Moopy. You have stated the problem, but of course, it 
doesn’t do any good to issue more tickets than there is steel. 

Mr. Trmpertake. That is right. 

Senator Moopy. Could you tell us just why the steel industry made 
this report to Mr. W ilson and give us some more examples. 

Mr. Timeertake. Yes. The fourth quarter stated requirements, 
that is, this quarter we are in now. Stated requirements of carbon 
steel in the fourth quarter of 1951, 147 percent of supply, making 
allowances for restriction on production of passenger automobiles 
and consumer durable goods makes it clear that other steel consumers 
requested tonnage equal to 192 percent of their average quarterly ton- 
nage in 1950, 

You realize that the forms that have been in use where you apply 
for this material merely ask you what you want. How much would 
you like to have? You fill it in. If you want a million dollars or 
two million? The man says two million. 

Senator Moopy. What you are saying in effect is that you do not 
believe the actual requirements are exactly the stated requirements, 
is that right ? 

Mr. Timpertake. Why of course not. 

Senator Moopy. Yes. 

Mr. Timpertake. Of course not. 

Senator Moopy. Let me ask you again. 

Mr. TimeBertake. You wanted this example / 

Senator Moopy. Yes. 

Mr. Timpertake. Well, it took the stated requirements for structure 
steel shapes which was supposed to be hotter than a firecracker. 
Typcal of this problem of unrealism are the stated requirements 
for structural steel shapes. Two hundred and twenty-three percent 
of the estimated supply. This is the equivalent of 2,900,000 tons for 
the quarter or an annual rate of 11,600,000 tons. During the all out 
war year 1942 shipments of structural shapes total 4,945,000 tons, the 
record year to date. 

Senator Moopy. Four million what ? 

Mr. Trvpertake. Four million, nine hundred and forty-three thou- 
sand tons. 

Senator Moopy. That was the record year. 

Mr. ‘Timpertake. That was the record year, the year in which we 
built plants in World War II. The rest of the years in World 
War II didn’t use that much. Then we go on. It gets even worse. 
The record of consumption of structural shapes shows that the con- 
struction industry account for approximately 51 percent of the total 
fourth quarter stated requirements of structural shapes for the con- 
struction industry. Bridges, buildings totaled 1,400,000 tons. This 
compares with the all-time quarterly record of supply during the sec- 
ond quarter of 1951 of 640,000 tons of structural shapes shipped to the 
construction industry. 
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Senator Moopy. I think you made that point very well. 

Mr. TimpertaAke. Those were Government facts that were turned 
over to us. 

Senator Moopy. How do you account for this—that you have such 
a shortage, apparent shortage. of structural steel that the Adminis- 
trator has been unable to allocate enough for minimum requirements 
for primary schools in the United States? Let me give you a co 
of statistics. ‘There are entering schools, or did enter schools, this 
September 800,000 more pupils in the grades then entered a year ago. 

There will be 100,000 more children next year in September than 
there were this year In September 1951, and putting those two to- 
gether you have 214 million more children in the United States that 
need schooling in the primary gr: ades than you had in 1950. That has 
brought a great demand all over the country from anaes il people 
that are not vetting their steel. Now, do you think there is enough 
steel to directly increase the amount that is being allocated / If s 
where is this steel 4 

Mr. Timeernake. I don’t know how much has been allocated. 

Senator Moopy. Ninety-six thousand tons have been allocated for 
the first quarter of 1952, and that is not enough. 

Mr. ‘Timpertake. How much did they have / 

Senator Moopy. Well, the requested amount was 255,000 tons, and I 
think they only have perhaps double 96. That is just a rough guess. 
They cert: ainly could use that and they would build that many schools 
very quickly. 

Mr. Timpertake. The thing they don’t know is how much they put 
together. f 

Senator Moopy. What do you mean put together 4 

Mr. Timpertake. They have to put all this material together to 
build the school, so under the argument of control they say J6, you say 
some other figure, and under the control such conditions as we have. 
we don’t know how many schools they can build. 

Senator Moopy. If they were allocated the steel they could build the 
schools. , 

Mr. Trvpertake. I don’t know, they may have a lot of fabricating 

r labor capacity to get them all built. 

Senator Moopy. There is a much bigger capacity in the country now. 
It isn’t labor that is stopping them now. It is the materials. It isn’t 
only steel, that’s true—it is other materials. 

Mr. Timeertaker. The thing that holds us up a lot of times is skilled 
labor. For instance we only have eight or nine crews of riveters where 
ve ought to have 40. There wasn’t that skilled labor in this area. 

Senator Moopy. What I’ve been leading up to is this question, do 
you feel there is a substantial inventory of steel on hand that is lying 
idle and if so where is it ? 

Mr. Timpertake. I do not believe that there is any substantial 
ventory of stee] on hand although you might, through investigation, 
turn up a case here and there where a ton would sound like a large 
amount of steel but across the board, no. The reason I say that, I was 
with the National Hardware Jobbers last week in Atlantic City and 
they had pretty good inventories to manufacture products, hardware 
items finished, but invariably they said they had very little steel on 
Inventory. 

Senator Moopy. How about the construction business ? 
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Mr. Timpertake. We are not in that business. I don’t know. We 
make a very short line of structurals and only a minimum amount of 
reinforcing bar, so we don’t touch them in a substantial way. 

Senator Moopy. Do you have any other observations on that point 

Mr. Timpertake. No, I don’t have. 

Senator Moopy. I notice here a paragraph you skipped in your 
opening statement. You said that many other customers are com- 
menting strictly on who is going to buy all of the steel—the new plants 
under construction and turning out finished products. 

Mr. Timper.ake. Now that istrue. You go about your daily work 
and talk to these fellows, which is our job in the sales departinent— 
why there are a great many people speculating who is going to buy 
all of this steel. 

Senator Moopy. That is not a new speculation though, is it? People 
have been speculating on that quite a while. 

Mr. ‘TimpertaAke. That’s right. 

Senator Moopy. The war has increased the demand but nevertheless 
they have been speculating on it. 

Mr. Trveertake. That's right. 

Senator Moopy. I notice here in your next sentence which you didn’t 
read that the industry does feel competent that American ingenuity 
will find ways to use all of the steel. 

Mr. Trpertake. Yes, I don’t think that is out of line. 

Senator Moopy. Thank you very much, Mr. Timberlake. Do you 
have anything else you would like to say ¢ 

Mr. Timpertake. No, I don’t believe I have anything else to say. 

Senator Moopy. Do you have any specific objections ‘about the CMP 
other than our argument about whether there should be any CMP, but 
do you have any specific suggestions ¢ 

Mr. Trapertaxe. No, I haven't. I think you—we are always up 
against the fact that once you start controls you have got to control 
100 percent. When you set out to control there is only one end and 
that is total. If you don’t socialize the country the thing goes Com- 
munist. You don’t just get it in parts. It eventually goes. 

Senator Moopy. All right, get back to where there is no Socialist or 
Communists around here and I assure you there are none in Mr. 
Kleischman’s organization. 

Mr. Timpertake. No, I don’t think they are. 

Senator Moopy. In most. cases the one definition of a bureaucrat is 
one who goes to Washington to do something for his country. 

Mr. Timpertake. That is true. 

Senator Moopy. And I assure you it is the sincere opinion of men 
like Charlie Wilson and Johnson and others you know who went out 
of business into this thing, when they saw the picture inside they felt— 
and they are far from being socialistic—that the best interests of our 
country would be preserved by not turning the forces of scarcity loose 
and letting prices run up and burn out our system that way. So there 
are many people who I believe you respect, who do not agree with you 
on that general subject. 

Congressman Fuvron. I would like to add my thanks to Mr. Timber- 
lake for the record and say he was most cooperative. 

Senator Moopy. That is true. Thank you for coming in. 

Mr. John Straub and Mr. John Ingram present? Will you come 
forward, please ! 








STEEL GRAY MARKET Jo 


STATEMENTS OF DON STRAUB, SECRETARY, AND JOHN C. INGRAM, 
MANAGER, OF MATERIAL DEPARTMENT, FORT PITT BRIDGE CO., 
CANONSBURG, PA. 


Senator Moopy. Mr. Straub, will you please raise your right hand 
and be sworn’ Do you swear to te Il the truth, the whole truth, and 
nothing but the truth in answer to the questions propounded to you, 
so help you God? 

Mr. Srraus. I do. 

Senator Moopy. First I would like to express to you the apprecia- 
tion of the committee for waiting so late. You were supposed to be 
here earlier in the day, but we had other matters, and we are glad 
to have you now. Which one of you wishes to spe “ak? 

Mr. Srravus. I will tell you what I can of he: avy structural jobs, 
buildings, and bridges, and we have a bac kground of some 50 or 55 
vears of fabrication. Our present business is almost entirely con- 
cerned with fabricating buildings for the steel expansion program and 
the electric power plants. We have had only a little what we call 
direct war work, which is more or less in the nature of a token order 
for producing the same products we did in World War Il. I would 
say our biggest celta) is the procurement of structural steel in the 

right amounts and at the right time to meet the construction program. 

Senator Moony. Now, you say you have no war work. Wouldn't 
you say that the expansion is part of the war effort ? 

Mr. Srravs. Following the previous conversations, by war work I 
meant the allotments. 

Senator Moopy. This is the sort of thing that illustrates why we 
can’t limit regulation of steel supply or critical-material supply to 
crade A products because the over-all program for the defense of the 
country does require a great deal larger amount of steel. Have you 
been getting steel for this expansion without any trouble? I won't 
say without any trouble, but so you may proceed effectively in the 
expanding program. 

Mr. Srraus. Well, 1 would say “Yes.” I think you are as familiar 
is anybody with this so-called transition period going into the control- 
materials plan. We expect the fourth quarter to be a lot smoother 
than it has, and we can understand why it hasn’t been, and we, there- 
fore, anticipate this first quarter will be better with more control 
coming in and almost all construction under control. Again, it is the 
sume story as before when you got full control, like in World War I1— 
the systems, we think, worked beautifully. Here we are just begin- 
ning, and from my previous experience we started at the open end 
of the system. 

Senator Moopy. That’s right. It is very difficult to operate under 
the control-materials plan that does not control materials, and, of 
course, there has been this transition period when there were more 
tickets out than there was steel available, and finally came this cut-off 
date, and now we find that the allotment of steel and other mate- 
rials is much higher than actually produced. Your company is doing 
that kind of work exclusively, is it—structural material for electric 
power and the expansion of steel plants ¢ 

Mr. Srraus. I would say that is the major portion of it. We have 
a few highway bridges left that haven’t been completed and some 
smaller miscellaneous work. Structural-steel users, as you mentioned, 
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schoolhouses and other industries, chemical industries, require a lot, 
and we haven’t attempted to name all of the industries we are serving, 
but by far the major portion is for steel expansion and electric power- 
houses. 

Senator Moopy. Where are you building these steel plants ? 

Mr. Srravs. Jones & Laughlin, Pittsburgh Steel, Mohning Steel, 
Youngstown Sheet & Tube. 

Senator Moopy. When will the additional capacity of the plants 
you are building begin ? 

Mr. Srravun. I can’t answer that. But it will be all along. 

Senator Moopy. You are building some new plants now; are you 
not ¢ 

Mr. Srrave. Yes. 

Senator Moopy. When will those plants start in operation ? 

Mr. Srraus. I wouldn’t say they are new plants. Just increasing 
capacity and alterations, and so forth, and repairs. I would say they 
would be coming in at all times. 

Mr. Incram. Mr. Timberlake—didn’t he answer that, sir? 

Senator Moopy. For Jones & Laughlin he did; yes. 

Mr. Incram. Yes; I believe sometime in the early part of next year. 

Senator Moopy. Is that the first one / 

Mr. Incram. We have had a lot in Pittsburgh and Aliquippa. That 
is being opened now. 

Senator Moony. You really have no substantial complaint then 
under the set-up; is that right ? 

Mr. Srravs. No, sir. 

Senator Moopy. That is, the coming set-up. 

Mr. Srravus. No. 

Mr. Lone. How about the problem you have had on the CMP mill 
quota regulations‘ Haven't you been having considerable difficulty 
there / 

Senator Moopy. I understand from the conversation we had with 
Mr. J. W. Straub you had considerable difficulty there. 

Mr. Incram. May I answer that? We had, and we are having some 
difficulty, but it may work out and clear up. We have to match CMP 
tickets and allocations from the corporation and J. & L. also. Our 
different contracts require steel that appears on our contracts and 
under this allocation we have been allotted certain times structural 
shapes, plates, and so on. Well, it is pretty difficult to design a 
building whereby you use that tonnage from each of those mills. The 
result is we find as you might know in the construction business a big 
demand for wide beams and there are only two producers in the United 
States, 

Senator Moopy. Who are they? 

Mr. Incram. United States Steel and Bethlehem. J. & L. do roll 
structurals. You take two angles, top and bottom, and plate in the 
middle. Now there is a great demand for that. I don’t know whether 
there are any other mills in the country that have the equipment and 
the facilities to roll that sort of material. But nevertheless I get into 
this because other fabricators have called me with the same problem, 
that they have been top heavy on certain products and light on others, 
and we might get together and work this thing out by exchanging; 
but it is always the same thing, we are short on those products, but 
that is the thing which you can’t control. But I don’t know. I think 
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the CMP will work out like it did during the last war if given some 
time. It will never work out as good because everyone was on 90 to 
100 percent defense work where we—citing one fact—we produce 
45,000 tons of light trestle work which contained only 10 items of the 
different sections. Powerhouse plant expansion can take and pick 
out every size in the book and there are hundreds of sizes and that is 
why I believe we are having a tougher time in this war than we*did 
the last. But I don’t know. Mr. Straub and I talked to Mr. Sullivan 
and we knew we were going to run into that, but leaving the CMP 
out of the picture we would still be short in that one product. 

Mr. Lone. But so far as the CMP regulation is concerned and allo- 
cating this to you they are not the cause of this confusion, are they 4 

Mr. Incram. No; it isthe allocation we have been getting on various 
different metals. 

Mr. Lona. If you could change it so that the allocation would be 
given more centrally—I know it can’t be done completely because 
different mills produce different type of items—but if it could be done 
more centrally it certainly would be much better as far as you are 
concerned. 

Mr. InNcram. Yes. Up until now we place an order for the entire 
tonnage but this way you have to pick out and substitute and change 
your plans—it doesn’t — out too satisfactorily, but up to the present 
time I think we can say, by the end of this year, no complaints. 

Senator Moopy. The fact seems to be if you are building a plant for 
a steel company you would be pretty luce ky to get that steel, alloca- 
tions or no allocations, whereas if you were—for instance, had a dif 
ferent customer you might not have so much trouble getting the steel if 
there was no allocation. 

Mr. Inaram. Is that not controlled by Washington ? 

Senator Moopy. Yes, it is. I was speaking of the situation which 
Mr. Timberlake testified to in which he indicated lifting all alloca 
tions and you just indicate, as I understand it, that if = just go 
aes and order stuff and get it you nee be all right, but I just 

vanted to point out to you if you were building for a steel ripe ar $ 
that the steel company would be quite sure to let you use his steel 1 
you were under a free market condition; but if you were not building 
for a steel aman you might not get it unless you had the prote 
tion of allocations; is that true ¢ 

Mr. INcram. Yes. 

Mr. Lone. What is your allocation, the amount you are Now allo 
cated, as compared with what you were receiving at a comparable 
peried a year and a half or 2 years ago? 

Mr. INcram. We were just naturally like everyone in the fabri 
ing business will find, the war production on allocation, the first 
order due to the fact it is based on our allocation of the first 6 months’ 
receipts in 1950, and the first 6 months of 1950 this business wasn’t so 
good, But if they had gone on a little further and based it on the last 
(; months we would have been entitled to a little more steel. 

Mr. Lone. So far has this cut in the amount allocated to you necessi 
tated your laying off any men? 

Mr. [nar im. Not up to the present time, no, sir: but we ean’t guar 
intee that next vear. 

Senator Moopy. How many men do you employ ? 

Mr. INcram. Seven hundred. 
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Senator Moopy. The jobs you have now in process will keep those 
men employed how long? 

Mr. Incram. I would say up until the end of the year or possibly 
through January, we can hire 45 days before we start an order and 
that is for this vear or the next, but so far our allocation will not come 
up to our planned production. 

Senator Moopy. These powerhouses you are building, where are 
they ? 

Mr. Incram. One is Charleston, W. Va., the chemical plants where 
we can depend on that. 

Mr. Straus. There are a number in Ohio, in the Dayton area, and 
such—we have been on those 4 or 5 years—continuing projects. 

Senator Moopy. Those chemical plants are just ordinary power 
expansions ¢ 

Mr. Straus. No; my own impression is there is a tremendous in- 
dustrial expansion around Dayton, centered around that area, and 
Cincinnati. 

Senator Moopy. You have built quite a number of power plants 
in the past ¢ 

Mr. Srravus. Yes. 

Senator Moony. Isn’t there a considerable amount of power expan- 
sion going on now ¢ 

Mr. Srravun. Yes. 

Senator Moony. Is it your judgment that the general power supply 
of the country is too small ? 

Mr. Srravs. I have just read that it is. That is all I know. 

Mr. Lone. What is the outlook under the allotment for the future, 
sav the first and second quarter of 1952, under the advance allotment 
that has been set up for you? 

Mr. Incram. We don’t operate under advance allotments. Our 
principal production is for powerhouse plant expansion and all of our 
customers obtain their own CMP and pass it on to us. 

Mr. Srravus. We are primarily an A-product. producer. 

Mr. Lone. So it would depend upon the ability of your customers 
to get the critical material as to how much the material shortage affects 
your business next year ¢ 
~ Mr. Srravs. The situation is as you know—the mills are filling up 
with allotments and they are giving them to the AE program in ad- 
vance of others and we are still waiting for first-quarter allotments 
from our customers who can foresee construction allocations for 
allotment. 

Mr. Lone. So that you in turn can plan what you will require 
under their situation ¢ 

Mr. Srraus. Yes. 

Mr. Lone. How much of the material do you get directly—other 
than your customers secure? Did I understand they get this MRO, 
using that as an example, and then you go and do the work for them / 

Mr. Srravs. MRO in our business, that is MRO for others. We 
have to treat that as a B product, and we have to file for an allotment. 

Mr. Lona. Yes; I see. 

Mr. Srravs. So it is a continuing order of B products. 

Congressman Funron. Generally then the selection of the base 
period up to June 1950—because it was really a very slack period for 
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basic industrial construction—is a hurt to you and it is limiting you on 
your getting your present ‘aus ation; is that right ? 

Mr. Srraus. Yes. 

Congressman Funron. So that when you are expanding- helping or 
industrial expansion—by, say, power plants or these other kind of 
plants that are being built, you are nevertheless limited on your 
allocations many times because they aren’t all atomic energy, they 
aren't all A items? 

Mr. Srraus. That is true. 

Senator Moopy. What per entage of the first quarter of 1951 do you 
receive steel in 1952 4 

Mr. Srraus. I wish we knew. On the basis of the mill al 
L would cuess about two-thirds. 

Senator Moopy. ] would like to read into the record a teleoeram | 
have from the treasurer of the Manion Steel Barrell Co., Oil Cit) 


location 


[ understand your Senate subcommittee is holding hearing in Pittsburgh 
today relative to the difficulty being experienced by small fabricators D g 

thorized control materials for fourth-quarter delivery or the past se 
wonths our plant has operated only 3 or 4 days a week due to inadequate 

ent of sheet steel and difficulty in placing authorized tonnage, and working 
force has been reduced from 150 to 100 employees We are unable to face 1.500 


tons of fourth-quarter steel out of total allotment 4,500 tons 


Repeated pleas for assistance from Steel Division, National Production A 
ity, have been fruitless Feel that much of our difficulties arise out of operation 
of direction three to NPA Order M 1 which | rmits mills to arbitr: iri ¥ accept or 
reject authorized controls materials order as they see fit, thereby ma g it 
possible for them to favor their own fabricating subsidiaries who are in 
competition with us. Continuance with this situation will result in small inde 
pendent fabricators being forced completely out of business, consequently believe 


the matter merits your committee’s attention and investigation. 


[am going to refer this to Mr. Long as subcommittee counsel, and 
have him look imto it. 

Congressman Fuiron. I wish to thank the witnesses for appearing. 

Senator Moopy. Yes:and Lam grateful also to Congressman Fulton 
for staying with us all day, and Congressman Eberharter for coming 
n this afternoon for a while. and questioning some of the witnesses. 
The committee possibly may return to Pp ittsburgh later. The meeti a 

closed, 

(Whereupon, at 3:30 p.m. the hearing was closed. ) 
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TUESDAY, NOVEMBER 20, 1951 


UNITED STATES SENATE, 
SUBCOMMITTER ON MopinizATION AND PROCUREMENT OF 
rik SeELEct CoMMITTER ON SMALL BUSINESS, 
Chicago. Tl. 

The subcommittee met, pursuant to notice, at 9 a.m., in room 401, 
United States Post Office Building, Chicago, I1l., Senator Blair Moody 
(chairman) presiding. 

\lso present: Mr. Gillis Long, subcommittee counsel. 

Senator Moopy. The committee will come to order, please. 

This is a fourth of a series of hearings inquiring into the shortage 
of critical materials, and the impact of that shortage on small business. 

Many smal] business men are being severly hurt because of their 
inability to get basic materials, such as steel, copper, nickel, and 
aluminum, at a reasonable price, and they have complained to this 
committee. 

Witnesses before this subcommittee in other cities have substant! 
ated our fears that some businessmen, with their hacks to the wall 
because of the steel shortage, have had to pay prices so high it was 
difficult for them to stay in business. There have been a few that 
have been even forced to close down their | businesses completely, and 
vet, in the Chicago area, and elsewhere, large quantities of steel are 
sold at unreasonable prices—at some times two or three times the 
price of mill or even warehouse steel. 

The hearings today will show a typical chain whereby steel moves 
through the gray market into the hands of the ultimate consumer. 
In some Cases this s teel j Is proc essed, some work | Is done on it by some 
of the people who handle it; in other cases it is just a matter of 
passing it from one to the other, and in some cases the freight rate has 
been added to the cost of steel—a phantom freight rate that does not 
exist. The end-user is sometimes forced to pay freight from a point 
where steel never was. 

We are voing to trace a partic ular s shipme nt of oray market steel, 
74,780 pounds, from the steel mill to the end user. We hope that 
this will enable us to show what the gray market is like, where the 
steel comes from, what services, if any, are performed by the many 
hands it passes through, and how effective or ineffective the OPS and 
the NPA regulations are in controlling the flow of this material. 

Any violation of law uncovered by the subcommittee will, of 
course, be turned over to the appropriate Government agency. 

We are primarily interested, however, in finding a way to put an 
end to this practice so that businessmen who need critical materials 
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in order to stay in business can get them and get them at reasonable 
prices. 

Is Mr. Cass Hough here? 

Mr. Hoven. Yes, sir; 1 am. ; 

Senator Moony. Will you come forward, please? Will you raise 
your right hand and be sworn? Do you swear to tell the truth, the 
whole truth, and nothing but the truth in answer to the questions 
propounded to you, so help you God ¢ 

Mr. Hoveu. I do. 


TESTIMONY OF CASS S. HOUGH, REPRESENTING THE DAISY 
MANUFACTURING CO., OF PLYMOUTH, MICH. 


Senator Moopy. Will you give us your name and business, Mr. 
Hough, please ¢ ' y 

Mr. Hoven. My name is Cass 8. Hough. I am executive vice presi- 
dent of the Daisy Manufacturing Co., Plymouth, Mich. 

Senator Moopy. And what does that company make / 

Mr. Hover. Daisy Air Rifles and BB shot and toy guns of all sorts. 

Senator Moopy. Plymouth is a city in Michigan near Detroit ¢ 

Mr. Hoven. Twenty miles west of Detroit; yes, sir. 

Senator Moopy. You have to have steel, do you, in order to operate 
your business ¢ 

Mr. Hoven. Yes, sir, about two-thirds of all our products are 
steel. 

Senator Moopy. Have you been having difficulty in getting steel ? 

Mr. Hoven. Yes, sir. 

Senator Moopy. Will you tell us what you do to get steel—how 
you have been getting steel ¢ 

Mr. Hoveu. By contrast, hke anything else, Senator, in the past, 
we are large users of steel for small business. We use about between 
five and six thousand tons of sheet steel per year, and about an equal 
quantity of steel wire, so we are up in the ten- or eleven-thousand-ton 
class. ‘This makes us a substantial user, and because of that tonnage 
and because most of the tonnage, in fact, all of it, is in the various 
sizes and gages, it is sufficient to go direct to the mill to get carload 
shipments. In the past, everything has been bought direct from the 
mill. 

In the last few years we found that because of the way we have 
not been able to get steel, that instead of getting 100 percent of our 
tonnage from the mill, or perhaps 95 percent, and 5 percent on pick-up 
here and there for some small emergency, a thousand pounds at a 
time, we have now reached a point where we are getting 65 or 75 
percent of our steel from warehouses of one sort or another, and the 
balance of it comes from mills when we get it, even though we are 
big users of steel, comparatively speaking. 

Senator Moopy. What is the price that you are paying to ware- 
houses now, or to the mills, for the type of steel that you need ? 

Mr. Hoven. Well, it varies, of course, with the gage and the 
quality. The extra list varies. But I would say that probably an 
average mill price on our steel today is around 734 cents a pound laid 
down in Plymouth. , 

Senator Moopy. Now, are you able to get that steel in adequate 
quantities to cover your business ? 
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Mr. Hoven. No, sir; nowhere near enough. 

Senator Moopy. Where are you getting the steel now ? 

Mr. Hoven. From any place we can find it. 

Senator Moopy. Any place you can find it? 

Mr. Hoven. Yes, sir. We have about 500 people in the plant 
directly, and the town averages about 4 people per family, so there 
are a couple of thousand people in a town of 5,000 that are dependent 
directly on this ae for support. 

Senator Moopy. So here is a business that directly affects the 
support of 40 percent of the entire community. 

Mr. Hoven. That is right. 

Senator Moopy. And what has been the action of the NPA, if 
anything, regarding your business ¢ 

Mr. Hoven. Well, we have been reduced in steel tonnage on our 
guns by NPA’s first restrictive order on the use of sheet steel for guns 
which came out for the fourth quarter of this year. 

Prior to that we could get no allocations of steel, but we were 
allowed to use whatever we could get our hands on. 

The fourth quarter of this year we were allowed to manufacture 
only 58 percent of our base period, which we chose as the third 
quarter of the year 1949, being given that opportunity to choose, 

Senator Moopy. You were not, of course, given the steel to manu- 
facture 58 percent; you were given the right to manufacture? 

Mr. Hoven. We were given a hunting license for 58 percent. 

Senator Moopy. That is right. In other words, when you are told 
you can manufacture 58 percent of your base period that does not 
mean that you get the steel. You have to get out and find your own 
steel ¢ 

Mr. Hoven. It certainly means that we cannot process through our 
plant more than 58 percent of our base period if we can get the steel. 

Senator Moopy. And if you cannot get the steel, you cannot do that 
much. Is that correct / 

Mr. Hoven. That is correct. If we depended on the mills, Senator, 
for the fourth quarter of this year, we would have been able to 
manufacture around 12 to 14 percent of our capacity. 

Senator Moopy. How many people would that have thrown out 
of work in Plymouth ? 

Mr. Hover. It would have thrown 500 directly out of work in our 
place. We could not run our plant on a 10- or 12-percent capacity 
basis. It is too highly veared to reduce it to that small percentage. 

Senator Moopy. I see. So if you had to depend on the amount of 
steel that you got from steel mills directly, and outside of the gray 
market, you would have had to shut your plant down ? . 

Mr. Hoven. Yes, sir. 

Senator Moony. Is that correct ? 

Mr. Hoven. That is correct, or operate it at a considerable loss, 
which we do not propose to do. 

Senator Moony. I can understand that. There is no Government 
inhibition against your buying steel wherever you can find it; is that 
correct 4 one , 

Mr. Hover. Up to 58 per cent. 

Senator Moopy. Up to 58 percent of your production ? 

Mr. Hoven. That is right. 
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Senator Moopy. So if you are going to get enough steel to operate 
you have no alternative but to go and buy it from “what is called the 
gray market; is that correct ¢ 
~ Mr. Hoven. That is right, for the bulk’ of our steel. Well, from 
warehouses, at least. 

Senator Moopy. Pardon me? 

Mr. Hoven. From warehouses, at least. I don’t know that every 
warehouse from which we buy constitutes a gray market warehouse. 

Senator Moopy. Well, now, on August 27, 1951, or we have in- 
voices showing that you received a eee nt of 35.290 pounds of steel 
from the Emergency Steel Service Corp. of Skokie, Ill.; is that 
correct ¢ 

Mr. Hover. I don’t have that invoice directly in front of me, but 
what date was that, Senator ? 

Senator Moopy. August 97, 1951. 

Mr. Hoven. We bought about $100,000 worth of steel from them 
in the last 4 or 5 months, so it takes me a minute to go through these 
invoices here. 

Mr. Lona. It is a sales invoice number 12,599, Mr. Hough. 

Senator Moopy. Now, you bought $100,000 worth of steel from the 
Emergency Steel Service Corp. in the last how long? 

Mr. Hoven. About the last 7 months. These invoices that I have 
here cover about 7 months, and it totals a little over $100,000, 

Senator Moopy. Would you say that they have kept you in business ? 

Mr. Hoveu. Well, they have certainly gone a long way toward keep- 
ing us in business. 

Senator Moopy. You are not saying that you could not have gotten 
it anywhere else, but that you did get it this place, and that it enabled 
you to keep on producing ¢ 

Mr. Hoven. Yes, sir. The type of steel that is in here is the type 
of steel that is so greatly in demand by us. It is sheet steel, 22 gage, 
and they have been able to turn out, or at least offer to us, quantities of 
22 gage—12.599, is that the invoice number ? 


Senator Moopy. That is right. 

Mr. Hoven. Dated August 27, 1951, for 35.290 pounds of 22 gage 
cold rolled sheets. 

Mr. Lone. That is right. 

Senator Moopy. The total amount on that is $4,238.65. 

Mr. Hoven. That is correct. 

Senator Moopy. So that amounts to less than 5 percent of the 
amount of steel which you bought from this company; is that right? 

Mr. Hoven. Yes, sir. 

Senator Moopy. How much did you pay for that steel? 

Mr. Hoven. $10.95 a hundredweight, plus what appears to be 1 
cent a pound for freight—yes, $1.03 a hundredweight for freight 
from La Crosse, Wis. 

Senator Moopy. Why did you have to pay freight from La Crosse, 
Wis. Did the steel come to you from La Crosse, Wis. 

Mr. Hoven. The company who furnished it to us? : 

Senator Moopy. Yes. 

Mr. Hoven. No, they are located in Skokie, Il. 

Senator Moopy. Where was the steel, where did they get the steel 
from, Wisconsin ? : 
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Mr. Hovueu. I don’t think so, from looking at our records I notice 
that the freight bill is the Detroit & Pittsburgh Trucking Co. IL am 
not suré of that. It is marked on here the “Detroit-Pittsburgh Truck- 
ing Co.” 

Senator Moopy. Well, our investigation indicates that the steel 
never went to Wisconsin. 

Mr. Hoven. It came from Weirton, W. Va., via the Detroit & Pitts- 
— Motor Freight, Inc. 

Senator Moopy. So that this steel was shipped to you by Motor 
Freight from Weirton, W. Va., and you not only had to pay $10.95 for 
it, but you also had to pay $1.03 fre ‘ight charges from La Crosse, Wis. 
Now, what justification was given to you for your having to pay 
fre ight from Wisconsin for steel that was never any closer to Wis- 
consin than West Virginia / 

Mr. Hoven. I cannot answer that, because I am not the purchasing 
agent of the company, Senator. I asked our purchasing agent about 
this and he said that when he asked about it, after the shipment had 
come in, he was told it was because the steel had already been con- 
signed to the firm at La Crosse, and they were giving it up, and they 
spent quite a lot of money on it, and that they were entitled to this 
freight. I did not understand the double talk and I was in too much 
of a hurry to get all the details. 

Senator Moopy. What firm in Wisconsin was that, do you know? 

Mr. Hoven. No, sir. I do not know. I do not think the name of 
the firm was mentioned. 

Senator Moopy. If the freight charge was never incurred, if the 
steel never went to Wisconsin, why should there be any charge for 
that ? 

Mr. Hoven. There should not be. I will certainly work our pur- 
chasing agent over when I get back for paying it, too. 

Mr. Lone. Was he able to tell you, Mr. Hough, whether or not it 
had been actually shipped from Weirton, W. Va.? The reason I ask 
this question is because I have reason to believe that the steel was ac- 
tually in Cleveland, Ohio, at that time. The fact is, that I have an- 
other invoice and shipping ticket in my possession th: at shows it was 
shipped to Cleveland, Ohio, and I wondered if vou had discussed that 
matter with him ? 

Mr. Hot GH. No. All I did was to 90 over the invoice and the bill 
of lading with him, and the first thing I caught was the fact that it 
was shipped by the Detroit & Pittsburgh Trucking Co., which I cer 
tainly knew did not operate between LaCrosse, Wis., and Chicago or 
Plymouth. 

Then we dug out the original bill of lading which certifies over 
someone’s signature that it was shipped, received at Weirton, W. Va. 
by the E mergency Steel Service, and shipped from there | rv ~ De- 
troit & Pitts burgh Motor Freight to Plymouth and received by us 
on August 23. 

Mr. Lone. Well, the only information I have that it was ever in 
Cleveland is a shipping ticket as seen by the invoice that you have 
here, there is not much reliability that can be placed upon those. I 
am not sure that it ever was in Cleveland. I do have an invoice saying 
that it was shipped there. 

Mr. Hoven. Here is the original bill of lading. 
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Mr. Lone. And does it say “Weirton, W. Va.,” as the shipping 
point ? 

Mr. Hoven. It says, “Received from Emergency Steel Service at 
Weirton, W. Va.” 

Senator Moopy. Now, you say you bought $100,000 worth of steel 
from this company. 

Mr. Hoven. Yes. 

Senator Moopy. Can you give us the range of prices you paid? 
Have they all been the same? 

Mr. Hoveu. No, sir; they have been coming down lately, it appears, 
in going through some of this material. 

Well, here are sheets at $9.95, waster sheets. We buy practically 
all the wasters from the Great Lakes Steel Corp., just in passing, and 
we pay them never to exceed 5 cents a pound for their waster sheets, 
sometimes 414, just depending on the quality of the waster, but it will 
perhaps average 5 cents a pound. 

I notice here that we paid $9.95 a hundredweight, or practically 10 
cents a pound for 16- and 29 -gage wasters, and that was in July of 
this year. 

Here is another shipment of the same, $10.95, $10.95, $10.95, $10.95, 
$10.95, $10.95—— 

Senator Moopy. Before this shortage you were paying, you say, 
around $7? 

Mr. Hoven. That was for primes. 

Senator Moopy. That was for primes? 

Mr. Hoven. Yes, sir. I just threw that waster business in there 
in pi issing. 

Senator Moopy. What would you be paying for the same grade of 
steel that you are talking about now from the mill? 

Mr. Hoven. Well, these waster sheets, as I said a minute ago, which 
we appear to have paid Emergency $9.95 a hundred pounds for, we 
buy every day. Our truck pic ks up from the Great Lakes Steel Corp. 
their wasters, and we buy those at an average of 5 cents at their 

fcorse plant. 

Senator Moony. I see. 

Mr. Hoven. There are some invoices in here—— 

Senator Moopy. Have you had to raise your prices, Mr. Hough? 

Mr. Hoven. Have we had to raise them ‘ 

Senator Moopy. Yes. 

Mr. Hoven. Yes, sir. 

Senator Moopy. Was that due, in part, to the steel price / 

Mr. Hoven. Well, in part, yes, sir. Sixty percent of all our mate- 
rial costs in any one of our products, on the average, is steel ; so, when 
we pay as high as some of the prices I have seen in here, such as 18 
and 20 cents a pound 

Senator Moopy. Have you paid 18 and 20 cents a pound / 

Mr. Hoven. Yes sir, from the same firm, and had I known about 
it we would not have paid it, but we have charged people with the 
responsibility of getting materials in there and they get a little over- 
zealous sometimes. $16.50 a hundredweight on April 23 for some 
24-gage; $11.50 for some other 24-gage; $12.75, $16.95, $16.95, $16.95. 

Mr. Lone. Mr. Hough, when you paid that price those eadoetelty 
did not include any additional hidden freight charges; did they ? 
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Senator Moopy. Did you also have to pay a phantom freight from 
Wisconsin for these other shipments ? 

Mr. Hoven. Yes, sir. I would not say in every case, but I believe 
in every case of every invoice I have ee at in these stocks, any- 
way, there is a uniform entry at the bottom of the invoice, “Plus 
freight from La Crosse to Chicago,” and then, “From Chicago to 
Plymouth.” 

Senator Moopy. Do you mean to say that all of the $100,000 worth 
of steel that you bought was assigned to this one company up in 
Wisconsin ¢ 

Mr. Hoven. That is what it appears to be. 

Senator Moopy. It was assigned to the company in Wisconsin but 
never went to the company in Wisconsin. Instead, went to Plymouth, 
or some other point in or near Detroit; is that right / 

Mr. Hovucu. Some of these invoices and supporting bills of lading 
show that the steel came from the Chicago district. How it got into 
Chicago, I don’t know, because the bill of lading is made out “Chi- 
cago & Southern Michigan Trucking Co., received directly from Emer- 
gency Steel Service in Skokie,” so that they may have brought these 
ones down from La Crosse. That I don’t know. There is steel in here 
at 17 cents, 18 cents a pound, 22-gage, cold-rolled. 

Mr. Lone. What is the date on that one? 

Mr. Hoveu. This came from Dallas, incidentally. 

Senator Moony. Did you have to pay freight from Dallas / 

Mr. Hoven. Freight from Dallas to Chicago, $1.40 a hundred, 
plus 3-percent tax. 

Senator Moopy. Did it actually come from Dallas? 

Mr. Hoven. It may have come from their warehouse. There was 
nothing in this invoice except the receipt of the trucker at Skokie. 
There are no freight bills before that. 

Senator Moopy. This did go into the warehouse of Emergency 
Steel Service ? 

Mr. Hoven. I have no knowledge of that. Again the bill of lading 
says it started from Skokie, 18 cents a pound, 22-gage, selling at the 
mill for $7.20, $7.25 per hundred; that is 284 times. 

Senator Moopy. That is 150 percent over the market. 

Mr. Hover. Here is some more, 18 cents a pound. 

Senator Moopy. When you are authorized by the NPA to make 
55 percent of your base-pe ‘riod production and you go to the steel com 
panies that you have been de shine with in the past and ask for steel 
at the normal price, what do they tell you? 

Mr. Hoven. Well, they usually tell us that they can accept a certain 
amount of tonnage. We present them with an order and with our 
allotment number as given to us by NPA, and they say if we give an 
order for 300 tons or so we can only accept 250 tons, whatever it may 
be, because there are some higher priorities in here and we must 
distribute our low-priority steel among other customers. So, when 
we want 300 or 400 or 500 tons and can get only 200 tons or so, our 
purchasing agent tries to go and get and locate steel wherever he can. 

So far, we have been able to get all the steel we needed, although we 
have had to pay a ridiculously high price for it. 

Senator Moopy. Isn’t it a fact that there is a substantial amount 
of steel that has gone out of the normal market channels into the oray 
narket ? 
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Mr. Hover. It must be that. Steel is running out of everybody’s 
ears in the Detroit area. Our purchasing department told me yester- 
day between the time we opened at 8 in the morning until 3 in the 
afternoon we had had 35 phone calls from steel w: arehouses in the 
Detroit district, nibbienn us all kinds of steel. 

Senator Moony. For how much? 

Mr. Hoven. The price of steel is going down, 814 cents, 9 cents for 
reasonably good steel, 84, 9, 914 ce nts a pound. 

Senator Moopy. To what do you attribute that ? 

Mr. Hoven. There is a glut of steel on the market. We have steel 
that we want to sell. We buy these waster sheets and can’t use more 
than 25 percent of the stuff, which we have to take from Great Lakes 
Steel in order to get their wasters, 

Senator Moopy. Would you say there has been a violent shift im the 
steel market? A little while ago you were looking around for enough 
steel to stay in business, and now you say that there is plenty of steel 
in the market and that you are willing to pay somewhat higher than 
mill price but some reasonable price; is that right ? 

Mr. Hoven. That is right. 

Senator Moopy. As you may know, Mr. Hough, this committee has 
held hearings in Pittsburgh and Detroit and Washington, going into 
this subject to some extent, and we are coming to the conclusion that 
there ought to be a dollars-and-cents ceiling price on steel. Do you 
think it is possible that some of these people are trying to unload 
before the dollars-and-cents ceiling price comes on ? 

We have suggested that the OPS put on the dollars-and-cents ceiling 
price. Could it be possible that these people are trying to unload 
that steel before those prices come out ? 

Mr. Hoven. It is highly possible. I know that the prices at which 
steel has been offered to us have made us wonder if we shouldn’t take 
an inventory because of the low prices offered. 

Senator Moony. It should be indicated that the fact that the Gov- 
ernment may be about to step in to put a dollars-and-cents ceiling 
price on steel may not be doing exactly what we would like it to do: 
that is, putting steel within a price that the small-business man can 
pay. 

Mr. Hoven. It may not. There is one question I would like to ask 
if it is permissible to ask a question. 

Senator Moony. Please do, sir. 

Mr. Hoven. Prior to the war and during the latter part of 1946 
and the early part of 1947, when business returned to somewhere near 
normal, we didn’t go to warehouses for 5 percent, possibly, of our 
steel, and there were, comparatively, few warehouses in business, 
and the only business they did in most cases was in relatively small 
quantities, and now you can’t get steel from the mills and yet in 
warehouses they have it running out of their ears, and can offer you 
100,000 pounds, 1 50,000 pounds ‘of steel, and for a warehouse to offer 
even that quantity of steel was one of the great exceptions. 

They would offer 2,000 pounds or 3,000 pounds, and I think I would 
like to ask you—you spoke about the NPA and the NPA order which 
allows a certain percentage of steel to go to warehouses without it 
having under regulation 36—— 


Mr. Lonc. Warehouse Order No. 6. 
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Mr. Hoven (Continuing). The justification of putting that into 
force it might make a little bit more steel available for the smaller 
manufacturers, and yet these warehouses turn around now and are 
acting like steel mills in the quantity of steel they are able to ship, 
and a lot of it not having seen their warehouse. 

Senator Moopy. Have vou had offerings of steel from many ware- 
houses ? 

Mr. Hoven. Yes; we have always got them. People have known 
we are in business and we have always got offerings of steel constantly 
down through the years. It seems in our purchasing department there 
are at least 10 times as many warehouses in business now as just 
following the war. 


Because of the quantity that they are able to buy, that they are 
precluded from buying directly from the mills, because the mills have 
alloe ated certain qu antities of its tonnage to warehouses, willy nilly, 
we are for ced to voto the w arehouses to vel the steel. We bless t eM, 


They have ke so us 1n busi — 
Senator Moopy. Plymouth is in the Detroit industrial area. There 


you have A cItV W alee produetion is being Cul bac Ix. \ here automond le 


plants are being cut back, and where there is a serious unemplopment 
prob lem because of the reduction and at the same time in the same 
city there obviously is a eood deal of steel mn Warehouses, lt mav not 
be available In quantities adequate to prociice normal «aut bile 
schedules. but there ha certainly been enough sTee! there to | 1) ur 
business and many other small businesses going. Yet, vou | el 
forced to pay prices as hivh as about SIS a hundred for ste 
Isn't it quite elear that Vou have been pas he Thos hi h 1] 


a time when the steel was in the warehou 


| ] j 


now being flushed out / 


Mr. Hover. That is meht. That is the av it appears to } 


Senatol \loopy. \Iv. Hoi oh, thank Vou \ ym I. Y. r 
mony is most instructive and will help the committee get to t 
tom of this situation. | hope that from 1 on vou will | 


vet steel at a fair price. 

Mr. Hi UGH. All we have to do is to vet the = ition. 

Senator Moopy. I would like to have Mr. Li a have the invo 
or copies of invoices where you paid up to £18 for the steel, 


Mr. Hovanu. All right. 


TESTIMONY OF HARRY PHILLIPS, REPRESENTING OHIO VALLEY 
TOOL & DIE CO., STEUBENVILLE, OHIO 


Senator Moopy. Mr. Phillips, will you raise vour right hand and 
be sworn? Do you swear to tell the truth, the whole truth and noth- 
ing but the truth in answer to the questions propounded to you so help 
you God? 

Mr. Prius. I do. 

Senator Moopy. Mr. Phillips, will you please state your full name 
and business ? 

Mr. Priutpes. Harry H. Phillips, Ohio Valley Tool & Die Co., 
Steubenville, Ohio. 

Senator Moopy. How long have you been in this business, Mr. 
Phillips ? 


Mr. Pritiires. Fourteen or 15 years. 
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Senator Moopy. Will you tell us the nature of your business ? 

Mr. Puiuies. We manufacture tools, dies, jigs, fixtures, general 
stamping and warehouse. 

Senator Moopy. Do you buy and sell steel 

Mr. Puiturrs. Yes; we do. 

Senator Moopy. Is the steel that you handle processed at all while 
it is in your hands ¢ 

Mr. Puixies. Will you repeat that ? 

Senator Moopy. Is the steel that you handle processed at all while it 
is in your hands; the steel you buy and sell ? 

Mr. Puiurs. It all depends upon the condition in which you re- 
ceive it. Some of it is processed ; some of it requires rolling, marking, 
shearing, et cetera. 

Senator Moopy. Where do you buy your steel 

Mr. Pures. Wheeling Steel, Weirton Steel, Sharon Steel, and 
some of the warehouses. 

Senator Moopy. What is the approximate annual volume of the 
business of your company ¢ 

Mr. Pures. In dollars and cents, or in tonnage ? 

Senator Moopy. Both. 

Mr. Puuxties. I would say, tonnagewise, we probably handle 12,000 
or 13,000 tons a month. 

Senator Moopy. That is the steel for which you act, in a sense, as a 
broker ? 

Mr. Puitures. As an over-all picture. 

Senator Moopy. An over-all picture ? 

Mr. Puitires. Yes; we haven’t any special amount that we reserve 
for warehouse or what we use for ourselves. 

Senator Moopy. Can you estimate the tonnage of steel which has 
been resold by your company since January 1951? 7 

Mr. Pritts. That would really be a guess; I would say an average 
of 250 tons a month; maybe up to 300 tons a month. That would be 
purely a guess. 

Senator Moopy. Mr. Phillips, we have an invoice dated November 
12, 1951, in which the Ohio Tool & Die Co. sold to the M. & E. Co. of 
New Cumberland, W. Va., 74,780 pounds of cold-rolled sheets. This 
material was sold, according to these invoices, at $7.50 per hundred. 
WwW a you tell us the grade of this steel and state what price you paid 
for it, if you can? 

Mr. Puturrs. I think it was 20 gage auto body sheet, that we paid, 
roughly, I would say $5.50, $5.60, maybe up to $5.65 for it, and I think 
that the size was 44 by 77, or something of that order. 

Senator Moopy. Forty-eight by seventy-seven ? 

Mr. Puts. I think that carries a mill price of $5.60 or $5.65. 

Senator Moopy. Did you have to process that steel before you sold 
it? 

Mr. Puiturrs. I don’t think so. I think all we did was clean it up 
and wrap the ends. 

Senator Moopy. So if you bought it for $5.65 and sold it for 
sy 

Mr. Putiurps. $7.50. 

Senator Moopy. Is that a normal mark-up? 

Mr. Putiures. Less than a normal mark-up. I think that we were 
allowed to charge up to $7.80, in there. 
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Senator Moopy. When you say allowed to charge, what do you 
mean ¢ 

Mr. Puitires. I mean our published warehouse price; I think 
would be $7.80 along in there. 

Senator Moopy. You are saying that the OPS regulation which 
enables you to sell steel at a price similar to your base period price 
would permit you to sell this steel at $7.80; is that correct ¢ 

Mr. Puitures. Yes. 

Senator Moopy. This is a mark-up of around $2 a’ton for steel 
a rather—in what was a scarce market; is that a normal mark-up for 
people handling steel ¢ 

Mr. Putiurrs. 1 wouldn't want to answer that. We try to shoot 
for an over-all picture of $42, $43 a ton, $41 a ton. 

Senator Moopy. $42 a ton? 

Mr. Puivuies. $42, $45, along in there, $41. 

Senator Moopy. Did you receive any fees in this case other than the 
sale price of steel ¢ 

Mr. Putmutrs. No. 

Senator Moopy. Did you add any freight charges to the steel ? 

Mr. Puimures. That is the price. It is on the invoice. 

Mr. Lone. That was delivered ? 

Mr. Puiturrs. No; that is f. o. b. Steubenville. I think if you will 
notice on the invoice you will see that. 

Mr. Lone. You heard the discussion that Mr. Hough and I had 
concerning where that steel had actually been. The steel I was talk- 
ing with Mr. Hough about is part of this same shipment you made 
July 12 to M. & E. ‘Co. That was divided down to nine bundles, four 
bundles with a weight of 35,490 pounds and five bundles of it weigh- 
ing 35,290 pounds. 

Now, the 35,290 pounds, is that which ultimately went to the Daisy 
Manufacturing Co. and yet Emergency Steel Service sold that to 
Daisy, the shipping ticket by the trucking company that shipped it, 
listed the shipping point as being Weirton, W. Va. Could you shed 
any light on that? 

Mr. Prius. No; we sell and pick it up here. I don’t have any 
idea of knowing w here it was going. 

Mr. Lone. Who picked it up for you? Did M. & E. pick it up for 
you ¢ 

Mr. Prinures. It is probably on the invoice. 

Mr. Lone. Now on the NPA regulations program, Mr. Phillips, 
as I understood your remarks a few minutes ago, when you bought 
from the steel mills, you did not distinguish that which you bought 
which would be resold and which would be used in your manufactur- 
ing process; is that right? 

Mr. Puitxirs. That is right. 

Mr. Lona. Do you not have to submit CMP tickets for that that 
s used for part of your manufacturing process ? 

Mr. Prius. That is right; we keep a balance on that material 
so we know which is which. 

Mr. Lona. Percentagewise you are able to determine which will 
be shipped out and which will be retained by you for use in your 
manufacturing process ? 

Mr. Puitures. Yes, sit 
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Senator Moopy. You are operating jointly as a manufacturing 
company and also as a warehouse ? 

Mr. Puiurrs. That is right. 

Mr. Lone. How long has the Weirton Steel Co. been requiring 
CMP tickets for this waster type material, Mr. Phillips? 

Mr. Puiuirs. 1 am not sure. I believe November 7 when it was 
put on. 

Senator Moopy. When you purchase waster material that will be 
resold as part of your warehousing function, do you furnish any 
CMP tickets for that ? 

Mr. Pruntres. We operate under an M-6 on that stuff. 

Mr. Lone. You get your 85 percent under the operation of ware- 
house order M—6 so far as that portion of your business is concerned ¢ 

Mr. Punaiuirs. I don’t follow you on the 85 percent. 

Mr. Lone. As I understand M-—6, it allows for 85 percent of the 
steel that was shipped to the pantioular warehouse during the base 
period to be ship ped 

Mr. Puiviirs. It isa minimum; it requires that much; that is right. 

Mr. Lone. Have you determined your selling price for the various 
types of articles you sell, both the fabricated steel products and the 
Warne ho ise steel that you sel] ¢ 

Mr. Poiuuips. We have a working formula. 

Mr. Lone. Have you prepared a chart for that? 

Mr. Puiuures. Y« 

Senator Moopy. What appears to have happened here is that the 


OOPS has set its reeulations 1 such a wi that you set your OW) ceil- 
ing price on steel, In effect, they allow you to set a formula showing 
he relations] Ip of steel at the present time to what it was during 
ur base period 4 
Mr. Prous. That is right. 


Senator Moopy. So that if there were 10 companies like yours deal- 
ing partly in the manutacture of stee| and partly in warehouse steel, 
each of those companies might have a different ceiling price; is that 


correct ¢ 

Mr. Putiies. Well, I suppose it would depend entirely upon the 
formula they set up. They would have to be pretty much within 
reaso 

Senator Moopy. It would depend on what they had sold and at what 


Mr. Puunures. That is right. 
Senator Moopy. It would de} vend on what the sy sold at the base pe- 
riod. If they were a company that had been used to selling steel at 
high prices, then their legal ceiling price would be higher than if they 
had been selling at lower prices; is that correct ¢ 

Mr. Puicurres. I don’t know. Of course, all I can answer for is 
ourselves. 

Senator Moopy. What is that? 

Mr. Putuuies. All I can answer for is ourselves. 

Mr. Lone. When you sell steel asa part of your warehousing opera- 
tion, do you require C MP tickets for that steel ? 
Mr. Pups. Well, pretty much so; yes. 
Mr. Lone. But you a not always ¢ 


_- 
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Mr. PHILLIPS. Well, we are allowed under this M—6 that we can se 1] 
to some people—that is, smaller amounts—without it. There is no 
regulation that asks us to have that, but when we go into prime 
product, or anything like that, then it definitely must be CMP. 

Mr. Lone. Would you determine whether or not it is going to an 
end user / 

Mr. Putiuips. Oh, surely. For instance, if we have an order from 
some large manufacturer that requires prime parts we must have CMP. 

Mr. Lone. But if he is requiring what you made from a waster you 
do not require the CMP tickets? 

Mr. Puitiirs. Well, it all depends. You mean from stamping, o1 
from our regular steel—what we do, we shear these things and prepare 
them the best we can, and we ap ply it to these different allocation 
the different allocations we have, and then, of course, we try to balance 
the tonnage. 

Mr. Lone. But actually. Mr. Phillips, vou don’t know whether a 
CMP ticket would he required for that waster, do you! 

Mr. Puituips. No: we do not. We have no way of knowing it. We 
just go by the way we interprete the reading of this M-6. 

Mr. Lone. The fact that Weirton started requiring CMT 
for that steel, has that worked an undue hardship on your company ¢ 

Mr. Proaturs. I think it has worked a hardship on all companies 
that use off-grade material, extremely hard. 

Senator Moopy. Mr. Phillips, it appears that an end user, a small 
manufacturer like the Daisy Manufacturing Co., in Plymouth, Mich., 
goes to the steel mill today and they say 4 -can’t give him enough 
steel. This applies not only to Mr. Hough, but to probably hundreds 
of other small companies. The mills say, “We can’t give you the steel 
you need to operate.” Then that company or a similar company sells 
to a business like your own more than vou need to use for your 
business. 

Mr. Puiuirs. That is not true. We have been cut severely on that 
also. We don’t have the tonnage we used to have. 

Senator Moopy. Why are you selling steel if you don’t have enough 
to oper% ite yourse ‘Ives? 

Mr. Puiurps. It has always been our business. This line of bus 
ness that we are in now is not divorced from any business that we 
have done in past years. 

Senator Moopy. I understand that, but so far as you as a mani 
facture r.ora proc essing’ company, you are getting more than you need 
for that purpose, is that correct 

Mr. Puitums. No: it is not true. That is not true. 

Senator Moopy. Well, you are selling steel over and above what 
you are processing: is that correct 4 

Mr. Puturres. Oh, sure, which has always been a part of our bus 
ness, the same as our tool and die division. 

Senator Moony. I see. You have always operated as a warehouse / 

Mr. Puiuurps. Yes. 

Senator Moopy. Thank you very much for your testimony. Mi 


Phillips. 
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TESTIMONY OF MATTHEW PHILLIPS, REPRESENTING M. & E. CO., 
NEW CUMBERLAND, W. VA. 


Senator Moopy. Mr. Phillips, do you solemnly swear that the testi- 
mony you give before this committee will be the truth, the whole truth, 
and nothing but the truth, so help you God ¢ 

Mr. Puitutes. I do. 

Senator Moopy. Mr. Phillips, will you state your name and address, 
please ? 

Mr. Pritiirs. Matthew Phillips, New Cumberland Metals Products. 

Senator Moony. Where is that located ¢ 

Mr. Puuairs. New Cumberland, W. Va. 

Senator Moopy. What is the nature of your business, Mr. Phillips? 

Mr. Puiurrs. Why, we do job stamping and shearing. We make a 
line of finished products. 

Senator Moopy. Is buying and selling of steel a part of your regular 
business ¢ 

Mr. Putuiirs. Yes; it is. 

Senator Moopy. How long have you been in that business / 

Mr. Puiures. Eight years. 

Senator Moopy. Eight years? 

Mr. Putures. Yes. 

Senator Moopy. What part of or proportion of your business is 
buying and selling of steel ? 

Mr. Putiures. Oh, I would say possibly 10 percent. 

Senator Moopy. Do you have a warehouse / 

Mr. Puiturrs. We have a warehouse. 

Senator Moopy. Does the steel that you buy and sell go through 
that warehouse usually ? 

Mr. Priuurps. Well, I have two companies, of course, the M. & FE. Co. 
and the Metal Products Co., and unless the steel has got to be proc- 
essed, why it goes direct. 

Senator Moopy. It goes direct. In other words, in a sense you op- 
erate as a broker or finder of steel for people who are looking for steel 
in a scarce market; is that right / 

Mr. Puituirs. That is right. 

Mr. Lone. Now that is the action that the M. & E. Co. performs as 
distinguished from the New Cumberland Metal Products ¢ 

Mr. Puiuurs. Yes. 

Mr. Lone. The New Cumberland Metal Products does not act as a 
broker ? 

Mr. Puiturrs. No. 

Mr. Lone. It does not fabricate steel ? 

Mr. Priiies. Yes; we have a shearing department for our excess 
steel, 

We have a shear department that we put our excess sheets through 
and sell steel. 

Mr. Lone. Can you mention the names of some of the individuals 
or companies to whom you have resold steel during the year 1951? 

Mr. Puttiips. Well, we don’t have a very large business in steel 
sales. In the form of processing, the Forman Processing in Pitts- 
burgh. 

Mr. Lone. Will you spell that ? 
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Mr. Puturrs. Well—— 

Mr. Lona. Will you spell the name of that company ¢ 

Mr. Prius. I will get it for you, yes, sir, in just a minute. Iam 
not too familiar with the sales, I don’t handle that. 

That is F-o-r-m-a-n. 

Mr. Lone. That is Mr. Isadore Forman / 

Mr. Puitutrs. That is right. 

Senator Moopy. Who else do you sell steel to ? 

Mr. Puiturps. Well, we sell some to Metal Associates in Cleveland. 

Senator Moopy. Metal Associates in Cleveland. 

Who else ? 

Mr. Puitures. Offhand I cannot remember any. 

Mr. Lona. Reserve Steel Co. ? 

Mr. Puturrs. I believe so. 

Mr. Lone. Do you know Mr. Lester Wein, W-e-i-n / 

Mr. Puinuips. No, I don’t. I don’t get in contact with those men, 
you see. 
~ Mr. Lone. But vou do sell through that company, Reserve Steel / 

Mr. Pumuures. Through them; no. To them. 

Mr. Lone. To them ? 

Mr. Putuutes. To them. 

We have no connection. 

Mr. Lone. What is M. & FE. Co.’s connection with Mr. Isadore For- 
man ¢ 

Mr. PHILLIPS. Well, he has done the selling there. he sells the steel, 

Mr. Lona. Is he employed by M. & E. Co. as a salesman? 

Mr. Puuurrs. No: he isn’t. 

Mr. Lona. Is he an independent broker? 

Mr. Puiuurps. That is right. 

Mr. Lone. When you sell to Mr. Forman—I notice that the in 
voices say that it is being sold to Mr. Forman but yet usually it is 
being shipped to someone else. 

Mr. Puiuurrs. Well, it is shipped directly to his customer. He 
doesn’t have facilities for handling it. 

Senator Moopy. So he is just a broker in the handling of the steel ? 

Mr. Puiures. Yes, sir. 

Senator Moopy. Let’s take a look at what might be called The Daisy 
chain, the points through which this steel passes. You take it from 
the steel mill into the Ohio Valley Tool & Die Co. in Steubenville, 
and then it goes through your company in New Cumberland, W. Va., 
and then it goes into the hands of Mr. Isadore Forman in Pittsburgh, 
or to this Reserve Steel or Metal Associates, in Cleveland, is that 
right? 

Mr. Putusips. As far as I know. I told you I am not familiar 
with the selling. 

Senator Moopy. We are trying to get the whole pic ture of what is 
happening here. I think it ought to be kept in mi ind that small bus! 
nesses have been unable to get steel at the regular mill prices, steel 
that they were getting before, in amounts adequate to ace their busi 
ness going. At the same time steel is moving out of the same mills 
ind passing through a number of hands this way, and in each case 
the price being raised. 
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Mr. Lone. What percentage of the steel that the M. & E. Co. han- 
dles, Mr. Phillips, would you say is actually in physical possession, 

comes into the actual physical possession of the M. & E. Co.? 

Mr. Puiturrs. Oh, that would be hard to say, but I imagine pos- 
sibly 50 percent of it. 

Senator Moopy. In other words, you actually get half of the steel 
and the rest of it you simply hi indle as a te lephone or letter transac- 
tion. You find the steel somewhere and pass it on to the next person, 
is that right? 

Mr. Puututres. Yes. 

Mr. Lone. If that were passed on to Mr. Isadore Forman, he 
wouldn’t have handled it personally either, so it would go through one, 
two, three, four hands—the paper would—while the steel would 
acti lly have gone through two hands ¢ 

Mr. Puuttirs. Well, I don’t know. I don’t know the customers, only 
in some cases. 

Mr. Lone. But that is probable, what I just mentioned ¢ 

Mr. Puiurrs. Yes. 

Senator Moopy. In each of the four cases, of course, there would be 
a mark-up of the prices of steel which increases it to the end user ¢ 

Mr. Putuuires. Yes; that is right. 

Mr. Lone. Do you pay for the steel generally before you resell it / 

Mr. Putiuis. Well, not necessarily. We have credit, we don’t 
need to. 

Senator Moopy. In recent months how long has it taken you to turn 
over a shipment of steel? Is there enough demand for steel so you 
can get on the telephone and sell it right away ¢ 

Mr. Patties. In recent months, I would say a lot of time it would 
lay down for 2 months, a month anyway. 

Senator Moopy. How about the previous period ¢ 

Mr. Puiturs. It would move pretty good then. The fact of the 
matter is, if you are speaking of today, you can’t move it at all, it 
just won't move. 

Senator Moopy. In other words, would you say that the very threat 
of putting dollar and cents ceiling prices on steel has flushed out so 
much gray market steel so that it has practically stalled the gray 
market for the time being ? 

Mr. Puiurrs. My honest opinion is that business has dropped off 
to such an extent there is a surplus of steel, that is my honest opinion 
of the thing. 

Senator Moopy. When you say business has dropped off, you don’t 
mean, do you, that a great many people couldn’t use more steel than 
they are now getting ¢ 

Mr. Putiuirs. I would like to give an illustration if I may. 

Senator Moopy. I would like to have it. 

Mr. Prutres. We probably make 35 percent of all of the television 
speaker housing, I suppose, in the country, and about 4 months ago 
we got a cut-back from 250,000 pieces to 40,000, and a month later 
than that it went to zero. 

Senator Moopy. A month later what ? 

Mr. Puinuies. That would be 3 months ago 

Senator Moopy. What went to zero? 

Mr. Puituies. The order on speaker housings, and I know in this 
case that we didn’t lose the work because we still have tools. 
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Senator Moopy. They simply stopped buying speaker housings / 

Mr. Puicuirs. That is right. 

Senator Moopy. 4 ou are c ‘onscious of the fact, however, other busi 
nessmen even now are having to curtail their production of products 
they could sell because they don’t have the steel / 

Mr. Puiuures. I think—a lot of peop le that I talked to can 
the same story, and I know cases in the mill where the waster 
is going back into the furnace. 

Senator Moopy. Of the steel that vou se ll to the M. & E. Co.. M1 
: ee do you use the DO rating or authorized con weibed 

rders to get the steel to pure hase ¢ 

Mr. Puiturps. We haven't sold since we got 

Senator Moopy. You haven't sold any. How about 
trolled material has been in effect 4 

Mr. Putiuirs. Well, I doubt if we have sold any material since that 
hecause there has been a let-up just about that time when th 

Senator Moopy. You mean the M. & E. Co. has 
all in the past 7 weeks ? 

Mr. Puinurpes. Oh, no. 

Senator Moopy. None at all / 


mwive vou 
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material 
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sold ho material at 


Mr. PHILLIPS. No: not to ni reesllection. There has been ho vl 
made, 
Senator Moopy. The point I was bringing out a moment ago is that 


there is a sharp cut-back in the number of automobiles, the number 
of refrigerators or washing machines and other so-called eciviliar 
hardware items that can be made under the NPA regulations ch efly 
because of lack of steel or some other metal. Are vou cons 
fact ¢ 

Mr. Puivuirs. Yes. 

Senator Moopy. So you don’t mean to say, do you, that thet 


re Is too 


much steel in the country and no one wants more steel then they 


c1ous of that 


are 
getting today / 
Mr. PHILI IPS. I doubt if there are very many people that need steel 


today. 

Senator Moopy. You mean to say that the automobile 
ouldn’t use more steel if thev could get it / 

Mr. Puu Lips. 1 would like to five you a sample of that u 
ditions I see my self, 

Senator Moopy. It would be a novel situation. The companies ar 
protesting the cut-backs very vigorously to NPA and also to my office. 

Mr. Putuips. For instance, let’s take automobiles. Six months 
igo you couldn't get a Chevrolet, and today you can walk in and get it, 
and a lot of the less popular makes you can get any model you want 
mmediately. 

Senator Moopy. Would you say that the price of that car had any 
thing to do with that ? 

Mr. Puitures. The price? I doubt it 

Senator Moopy. You don’t think— 

Mr. Puunuips. Oh, in some cases. 

Senator Moopy. Do you think as many people are able to pay or buy 
car that costs $2,600 as one that costs $1,900 ¢ 

Mr. Puiturps. I would say that some would not, that would stoy 
some people, of course, but a lot of people when they want something 
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if they have got the money at all, they get it, regardless of the indebt- 
edness. 

Senator Moopy. Are you saying, Mr. Phillips, that the real reason 
for the cut-backs in automobile, production is that the market isn’t 
there for the cars? 

Mr. Pues. In my personal opinion, that is right. 

Senator Moopy. And that if there were no Government regulations 
they still wouldn’t be making any more cars than they are today ? ¢ 

Mr. Pumurrs. I wouldn't know what they would do with them. 
That is only my personal opinion. 

Senator Moopy. I understand that. Of course that is all any of us 
can express. 

Mr. Lona. Have you determined your selling price for the different 
types of steel sold by you through the M. & E. Co. ? 

Mr. Puiiurrs. We haven't exceeded it by far, we know that. 

Mr. Lone. You have not because of the fact that the price you could 
sell it during the base period was so high, and there has been subse- 
quently a softening in the gray market / 

Mr. Pures. That is right. 

Mr. Lone. Have you ever added the freight charges to a shipment 
of steel where the freight charges were actually not due and owing? 

Mr. Puitiirs. No; not unless we delivered. If we deliver 

Mr. Lona. No; Lam speaking of the example that we had just a few 
moments ago. 

Mr. Puixuirs. No. 

Mr. Lone. You have never done that ? 

Mr. Puitirrs. We never did. 

Mr. Lone. I have one other question. In your connection with Mr. 
Forman has Mr. Forman ever paid you any more money for steel than 
listed on the invoice that you have used ? 

Mr. Puituires. No; that is the amount. 

Mr. Lone. That is the amount that would pass between the two 
companies or between Mr. Forman and the M. & E. Co.? 

Mr. Prmiuirs. Yes. We always try to make a half toa cent profit. 

Mr. Lone. When you purchase steel do you attempt to determine 

if the person you are purch: asing from has a ceiling price that allows 
them to sell it at that price? 

Mr. Puiires. No; I never did. 

Senator Moopy. What is your relationship to Harry Phillips? 

Mr. Puiiuies. Brother. 

Senator Moopy. And that facilitates, I suppose, your business rela- 
tions, so that you can get steel from the Ohio Valley ¢ 

Mr. Pumuirs. Well, I think that would be part of it. We don’t 
always see eve to eve, but— 

Senator Moony. That is not uncommon between brothers. How- 
ever, you seem to be doing pretty well. Thank you very much, Mr. 
Phillips. 


Is Mr. Isadore Forman here ? 





TESTIMONY OF ISADORE FORMAN 


Mr. Forman will you kindly raise your right hand and be sworn? 
Do you swear to tell the truth, the whole truth, and nothing but the 
truth, in answer to the questions propounded to you, so help you God / 

Mr. Forman. I do. 
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Senator Moopy. State your name and address, please / 

Mr. Forman. Isadore Forman, F-o-r-m-a-n. 

Senator Moopy. Your address ? 

Mr. Forman. 6223 Fifth Avenue, Pittsburgh, Pa. 

Senator Moopy. Will you state the nature of your business, please 4 

Mr. Forman. Well, I am a contractor and broker. 

Senator Moopy. Contractor and broker? 

Mr. Forman. That is right. 

Senator Moopy. What is the contracting side of your business ? 

Mr. Forman. Well, I do work for the United States Navy in the 
Pittsburgh area. 

Senator Moopy. What sort of work? 

Mr. FoRMAN. At present Wwe are rehabilitating a powder plant for 
the Aluminum Co. of America. 

Senator Moopy. For the Aluminum Co. ? 

Mr. Forman. That is right. 

Senator Moopy. You do a considerable business besides dealing Ih 
metals ¢ 

Mr. Forman. Well, I wouldn’t say considerable. I haven't done any 
contracting work for 314 years for the N: avy. 

Senator Moopy. Tan haven't done any work for 314 years / 

Mr. Forman. Any contracting. 

Senator Moopy. H: ave you had any other contract for obo years ¢ 

Mr. Forman. No; not in the contracting business. 

Senator Moopy. So the only time you are in the contracting business 
is when you have done work for the Government: is that right ? 

Mr. Forman. That is right. 

Senator Moopy. but in normal times your business is sales as a 
broker of steel ¢ 

Mr. Forman. Machinery, steel, scrap. 

Senator Moopy. In other words, you buy and sell metal and machin 
ery; is that right? 

Mr. Forman. That is right. 

Mr. Lone. You do not presently have a contract with the Govern 
ment, Mr. Forman ? 

Mr. Forman. Ido. I have the contract for the Government but the 
Aluminum Co. is acting for and on behalf of the Navy, you under- 
stand. 

Mr. Lona. Yes. 

Senator Moony. You are dealing with the Aluminum Co.; is that 
right ¢ 

Mr. Forman. That is right. 

Senator Moopy. Will you tell us why you are able to get a contract 
from the Aluminum Co. to work for the N: avy when you don’t ordi- 
narily do contracting work ? 

Mr. Forman. I am a certified contractor with the Government. 

Senator Moopy. You are a certified contractor with the Govern- 
ment ¢ 

Mr. Forman. That is right, but this deal in particular was that 
the Aluminum Co. of America was the prime contractor for and on 
behalf of the United States Navy and they let the contract, the Alu 
minum Co, did, for the Navy. 

Senator Moopy. Do you have a steel warehouse, Mr. Forman? 
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Mr. Lone. Generally what mark-up do you place on this steel that 
you receive from M. & E. Co. and sell ? 

Mr. Forman. It all depends on the quality of the material, the type, 
anywhere from a cent to 3 cents. 

r. Lona. I beg your pardon? 

Mr. Forman. Anywhere from a cent to 3 cents. 

Mr. | ona. What is the highest price you have ever charged for steel 
of any type, Mr. Forman? 

Mr. Forman. About 17 cents. 

Mr. Lona. Seventeen cents 4 

Mr. Forman. | am not sure. 

Mr, Lone. What would you say i the mill price of that same type 
of stec! / 

Mr. Forman. I wouldn’t know; I have never dealt with the mills. 

Senator Moopy. You have dealt only with M. & E.;: is that right ¢ 

Mr. Forman. Yes. 

Mr. Li NG What are some of the other COM pane Chiat Vou so (i to 
other thai Metal Associates and the Martin Co. ¢ 

Mr. Forman. The Amana Refrigerating Co. 

A Srroraror. They are out in Iowa: is that right ? 

Mr, Forman. Right. 

Senator \VIoopy Who else? 

Mr. Forman. Reserve Stee] 

Mr. Loxc. Do you know Mr. Lester Wi 

Mer. Forwan. No: I don’t 

Senato: Moopy. Tlow large a volume of b } 

BE Fonwax. In 1950? 

Senator \I ee 

Bee, Forman. Well, very little in 19) | cl 


SEM ayhe I sold a hundred tons in 1950. 
Benton bY. One hundred tor hn Loo ¢ 
Mr, |: \N. Les, sit 
tor se Hlow many in 1951? 

Mr. Forman. Mavbe two or three hundred to 
ote Moopy. ‘Two or three hundred tons ¢ 
Me Forman. That is ipproximate. 


Benat«: Mi i CC. And Vou make wywnere Tro 1 to { 


a d? 
Bound? That is right 
 Senat.: Moopy. That would leave you with considerabl et pront, 
=. It not ¢ 
For MAN, Yes. 
Senator Moopy. | win trying to find out how lu rative the broker 


business is. 
Mr. Forman. It is all rioht if you vet enough matel al: if 3s very 


Senator Moopy. Have you heen hav Ing trouble getting material ¢ 
. Form hoes Well. practically, as far as steel sales are concerne d, 
Tam out of business. 
tor Moopy. Why? 
Forman. Well, the market is down, and from what I under- 
stand it i is not too hard to get. 
Senator Moovy. I see. 
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Mr. Forman. No; I haven't. 

Senator Moopy. You don’t? 

Mr. Forman. No. 

Senator Moopy. How much steel do you sell in a year? 

Mr. Forman. Oh, offhand—I have only been in the steel business 
the last yvear—maybe 15 months. 

Senator Moopy. How did you happen to go into it? 

Mr. Forman. Well, I was a finder of materials hard to get. 

Senator Moopy. I see. In other words, you heard that steel wa 
scarce and expensive and so you went out and decided to get steel ae 
sell it to other people at a profit ; is that right 

Mr. Forman. Yes, sir, that is right. 

Senator Moopy. Will you tell us some of your sources of steel? 

Mr. Forman. I practically have only one source, that is the M. & 
kk. Co. 

Senator Moony. That is the only source you have é 

Mr. Forman. Yes. 

Senator Moopy. So if they cut vou off, you would be out of business. 

Do you have any other business besides this intermittent con- 
tracting business / 

Mr. Forman. No. 

Senator Moovy. What did you do before a year and a half ago? 
You say you haven't had a contract: with the Government for dle 
years, 

Mr. Forman. I bought and sold some machinery. 

Senator Moopy. Are you also in the scrap business ? 

Mr. Forman. I buy some scrap occasionally. 

Senator Moopy. Did you tr ade in scarce metals during the Second 
World War? 

Mr. Forman. No. 

Senator Moopy. You have never been at any time in the scarce 
metals business before ? 

Mr. Forman. No. 

Senator Moopy. But you just saw an opportunity here last year, 
because people were unab le to get steel through regular channe Is 
and you thought you could get it from M. & E. 

Mr. Forman. That is right. 

Senator Moopy. Why should M. & E. sell steel to you, Mr. Forman ? 

Mr. Forman. I don't know. It was an agreement where I asked 
them to sell it to me and they agreed, at a price. That is all there 
was to it. 

Senator Moopy. Did you pay them anything, any premium or an) 
fee, or any gift 4 

Mr. Forman. No, sir. 

Senator Moopy. To have them sell it to vou ? 

Mr. Forman. No, sir. 

Senator Moopy. Are you a friend of anybody in the M. & E. Co. ? 

Mr. Forman. Tama friend of the family. — 

Senator Moopy. You are a friend of the family ? 

Mr. Forman. Yes. 

Senator Moopy. So what you did was to get the steel from M. & E. 
and then sell it to someone that was looking for steel, is that right ? 

Mr. Forman. That is right. . 
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Mr. Lona. Generally what mark-up do you place on this steel that 
vou receive from M. & E. Co. and sell ? 
~ Mr. Forman. It all depends on the quality of the material, the type, 
anywhere from a cent to 3 cents. 

Mr. Lona. I beg your pardon ? 

Mr. Forman. Anywhere from a cent to 3 cents. 

Mr. Lone. What is the highest price you have ever charged for steel 
of any type, Mr. Forman ? 

Mr. Forman. About 17 cents. 

Mr. Lona. Seventeen cents ? 

Mr. Forman. I am not sure. 

Mr. LONG. What would vou say is the mill price of that same type 
( f steel ? 

Mr. Forman. I wouldn't know; I have never dealt with the mi 

Senator Mo DY, You have dealt only with M. & I.: is that rig it ¢ 

Mr. Forman. Yes. 

Mr. Lone. What are some of the other companies that you sold to 
other than Metal Associates and the Martin Co. ? 

Mr. Forman. The Amana Refrigerating Co. 

\ SrpeCTATOR. They are out in Lowa: is that right‘ 

Mr. lOoRMAN. Right. 

Senator Moopy. Who else ? 

Mr. Forman. Reserve Steel. 

Mr. Lone. Do you know Mr. Lester Wt 

Mr. Forman. No: I don't. 
Senator Moopy. How large a volume of busi ( ¢ 

Mr. Forman. In 19% 

Senator Moopy. Yes. 

Mr. I RMAN. Well. very ttle n 190 iF \ i} Pood. | ( ld 
iv. Mavbe Isold a hundred tons in 1950. 

Senator Moopy. One hundred tons in 19504 

Mr. Forman. Yes, sir. 

Senator Moopy. How many 1 L951 ¢ 

Mr. Forman. Mavbe two or three hundred tor 

Senator Moony. Two or three hundred tons? 

Mr. Forman. That is approximate. 

Senator Moopy. I see. And you make anywhere from 1 to 3 cents 
a pound ¢ 

Mr. Forman. That is right. 

Senator Moopy. That would leave you with a considerable net profit, 
would it not? 

Mr. Forman. Yes. 

Senator Moopy. I am trying to find out how lucrative the broker 
business is. 

Mr. Forman. It is all right if you get enough material: it is very 
gvood. + s 
Senator Moopy. Have you been having trouble getting material 

Mr. Forman. Well, practically, as far as steel sales are concerned, 
I am out of business. 

Senator Moopy. Why? 

Mr. Forman. Well, the market is down, and from what I under- 
stand it is not too hard to get. 

Senator Moopy. I see. 
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Mr. Forman. Everybody has inventories. You get literature from 


warehouses all over the country offering fabulous tonnages of steel, 


foreign and domestic, and I am—— 

Senator Moopy. When you say “fabulous” tonnage, what do you 
mean ? 

Mr. Forman. A thousand tons, 500 tons, 300 tons. 

Senator Moopy. I see. 

You don’t take it on because you don’t feel that you could unload 
it; is that right? 

Mr. Forman. That’s right. 

Mr. Lone. What is the last transaction you had? What is the date 
of the last transaction you had ¢ 

Mr. Forman. I don't know exactly. I think it was some time in 
September. 

Mr. Lone. September ? 

Mr. Forman, I think early September. 

Mr. Lona. You have had none in the last 7 or 8 weeks ? 

Mr. Forman. I don’t think so. I am not sure, Mr. Long, I don’t 
think so. I have been busy out at the Aluminum Co. 

Mr. Lone. On August 5, 1951, you did sell the Martin Co. of Cleve 
land according to your invoice, 74,780 pounds at a total price of 10 
cents per pound. 

Mr. Forman. That is right. 

Mr. Lone. Was that steel actually shipped to the Martin Co. ? 

Mr. Forman. I couldn't swear to that. 

Mr. Lone. Well, your invoice shows—and I don’t mean to trick you 
here, your invoice shows it was shipped to Metal Associates in Cleve- 
land, but I was wondering whether or not it was actually shipped there 
because a part of the 74.780 pounds was subsequently shipped from 
Weirton, W. Va., to Plymouth, Mich., and I wondered whether you 
knew whether or not it actually went to Cleveland ¢ 

Mr. Forman. I couldn't say. 

Senator Moopy. It certainly never went to you, did it ¢ 

Mr. Forman. No, I have no warehouse, and I didn’t load it out. 

Senator Moony. Do you have an office? 

Mr. Forman. Yes. 

Senator Moopy. And you deal through your office, you find and sell, 
is that the idea ? 

Mr. Forman. That is right. 

Mr. Lone. Have you ever charged any freight charges that weren't 
actually due just so your price would look lower? 

Mr. Forman. No, it was f. 0. b. the shipping point. 

Mr. Lone. Have you ever prepared your ceiling chart as required 
by the Office of Price Stabilization regulations ? 

Mr. Forman. No, sir. 

Mr. Lone. You don’t have a ceiling price? 

Mr. Forman. No, I have no warehouse either. 

Mr. Lone. You don’t know what price you can legally charge fo: 
steel, do you? 

Mr. Forman. Well, when they start talking about filling out form: 
and stuff for a ceiling price, I am not in the steel business. 

Mr. Lone. You are in the steel business, Mr. Forman. 

Mr. Forman. I mean temporarily, I just discontinued my opera 
tions, Mr. Long. , 
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Mr. Lone. Tassure you you are in the steel business. 

Senator Moopy. You mean you are in and out of the stee ‘| business. 

Mr. Lona. You mean when the »y come around asking about steel you 
ire a contractor, and when they come around asking about contracting 
vou are a steel broker ? 
~ Mr. Forman. At present Iam a contractor. 

Mr. Lone. But you have not prepared this chart as required by the 
OPS regulations ¢ 

Mr. Forman. No, sit 

Mr. Lona. The fact is you do buy steel and there ‘fore you are in cee 
steel business, therefore under the regulations, you are required t 
establish your ceiling price, which I assume you have not done. 

Mr. Forman. No, sir, I have just acted as a broker, that is all. 

Mr. Lone. On the shipment of the 74,780 pounds listed sold to the 
Martin Co. and shipped to Metal Associates, can you explain why i 
was billed to Martin and shipped to Metal Associates ¢ 

Mr. Forman. Metal Associates—it was sold to Metal Associates and 
they shipped it to Martin Co. 

Mr. Lone. No, it is vice versa 

Mr. Forman. Oh, it is vice versa. 

Mr. Lone. They gave you the instructions to ship to Metal Asso- 
ciates Co., and you in turn did? 

Mr. Forman. That is right. 

Senator Moopy. So you would say that it did go to Cleveland, pur- 
suing my questioning ¢ 

Mr. Forman. To the best of my knowledge; yes, sir. 

Senator Moopy. Your concern in this thing was merely that the steel 
did get. to the ultimate buyer ? 

Mr. Forman. The buyer paid for it. 

Senator Moopy. And they paid you for it? 

Mr. Forman. That is right. 

Senator Moopy. That was your primary concern / 

Mr. Forman. That is right. 

Mr. Lona. You never did see that steel, actually, did you ? 

Mr. Forman. I could not say for sure. 

Senator Moony. Have you ever made any payments—well, you 
might say payments under the table for steel? T hi at is, have you ever 

iven a premium that did not show on an invoice? 

~ Mr. FormMAN. No, sir. 

Senator Moopy. You never have? 

Mr. Forman. No, sir. 

Senator Moopy. What you actually did here, being a family friend 
to a company that was able to get steel in a scarce ‘situ: ition, was to 
take that steel and sell it elsewhere ? 

Mr. Forman. That is right. 

Senator Moopy. That is all. Thank you very much. 

Mr. Forman. Thank you. 

Senator Moopy. Is Mr. Martin J. Kutz here? 

Mr. Kurz. Yes, sir. 

Senator Moopy. Will you raise your right hand, sir? Do you swear 
th: at the testimony you give this committee shall be the truth, the whole 


truth, and nothing but the truth, so help you God? 
Mr. Kurz. I do. 
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TESTIMONY OF MARTIN J. KUTZ, REPRESENTING THE MARTIN C0., 
OF CLEVELAND, OHIO 


Senator Moopy. Now, will you state your full name and business / 

Mr. Kurz. Martin J. Kutz, president of the Martin Co. 

Senator Moopy. Will you state the full nature of that business, 
please ? 

Mr. Kurz. We are in the manufacturing business and currently in 
the brokerage business. 

Senator Moony. I see. What do you manufacture ¢ 

Mr. Kurz. Metal products, such as one of our national products is 
metal ironing boards. We doa lot of industrial work, metal products 
on_a contract basis for major companies. 

We make metal outdoor furniture and byprodue ts: tubular products, 
such as kitchen furniture, on a contract basis. 

Senator Moony. Is this steel furniture / 

Mr. Kurz. All steel, the ent ire fabrication is all steel. 

Senator Moopy. I see. How much steel have you bought and sold ? 

Mr. Kurz. Well, [ would like poem puae that this way: 

We are a newly incorpo rated business as of June 1. However, the 
M tin Co. has been in existence for close to 40 years. 

Senator \Moopy. As am ube orporated business ? 

Mr. Kurz. As an individual ownership. 

Senator Moopy. I see. A proprietorship ? 


Mr. Kurz. Yes. And during the past vear we, through various 
ontracts, got into financial difficulties. Karly this vear the Metal 
Associates Co. and I discussed the factors and they become associated 
with me and bou oht Lo0 per ‘ent interest In my business. 


nt 
Mr. Lona. Wa as that bought by the Metal Associates Co. as a corpo 
ration, or by Mr. Friedman / , 

Mir. IX rz. The Metal Associates Co. \ certain amount of capital 
was put into this corporation, however; due to the various disturbances 
we needed additional capital, and it was decided that we handle some 
rf th if brokerage business, 

Senator \Moopy. L see. 

Mr. Kutz. So that because there is a connection between the tw 
companies, a great percentage of the brokerage is handled throug! 
he Martin Co. 

Senator Moopy. What was the nature of your difficulty / 

Mr. Kurz. Well, it would be a ve ry long story, other than to say 
it transpired right here in Chicago on a quarter-of-a-million-dollar 
contract, through a cievceae with Montgomery Ward tn which 
invoices had been made to Montgomery W ard and paid for and no 
shipments made prior to the time that we actually started production 
by this caidiatae sales company, which was definitely a fraud, and I 
made it all good with Montgomery Ward. That is oublic ly known. 

However, HN iothing hi as bee 1) ab le to be done with the Se boys here in 
Chicago. It is not solvent and Ward did not want to go on with it 
they just deducted it. 

Senator Moopy. Your trouble had nothing to do with the shortage 
of material ? 

Mr. Kurz. No. 

Mr. Lona. Your arrangements with the Metal Associates Co., as 
you explained them, were just that part of the material would he 
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channeled through the Martin Co., and they would be given a broker- 
age fee for it? 

“Mr. Kurz. No, no. We handled the buying and the selling of the 
steel to the Metal Associates Co. It was the purpose to enable us 
to have additional working capital so that we could get our manu 
facturing operation back into a good position. 

Senator Moopy. Was this not in a sense simply a device by Metal 
Associates to cut the Martin Co. in on the profit on this steel to relieve 
the pressure on you financially from the other aspects of your business ¢ 

Mr. Kurz. No: I would not sav it was that way. 

Senator Moony. Well, did you-— 

Mr. Kurz. The true purpose of it is to enable us to have a suflicient 
amount of working capital. Our records will show that, that there 
was not enough working capital. Our position was of such a nature 
that it did not require a large or substantial amount of capital to 
come into the business. It had been wrecked, you might say, because 
of the amount I had to take out to make good for this other fellow. 
So that our position was not—we had equipment, we had everything 
else but money. We did not have the money. So in this manner we 
were being helped out to enable us to get back up on our feet again 
to produce a sufficient amount of volume. 

Senator Moopy. Well. did you pe form any se rvice on this steel 4 
Did you do anything to the steel, or did you just buy and sell it / 

Mr. Kurz. Our records will show a separate operation. We break 
down our records between our brokerage and manufacturing, although 
is kept in one set of books, it is segregated so that we do know. 

Senator Moopy. I did not mean to imply that there was anything 
wrong about your bookkeeping. 

Mr. Kurz. I understand that. 

Senator Moopy. I was simply trying to state what I understand to 

ve the picture, namely, that without performing any particular func 
tion in regard to this metal, because of your association with the Metal 
Associates, — the steel was being bought from Mr. Forman in 
Pittsburgh, it was channeled through your company in order to pro 
vide you with working capital ¢ 

Mr. Kurz. That is right. 

Senator Moony. Even though you actually did not perform any 
service ¢ 

Mr. Kt TZ. No; ours is brokerage, we do not do any work on it. 

Senator Moopy. What he really did was to cut you in on the deal, 

sn’t that right ? 

Mr. Kurz. I would not put it that w: Ly, cut us in on the deal. He is 
a member of the firm. 

Senator Moopy. There are two firms here that are quite separate? 

Mr. Kurz. That is right. 

Senator Moopy. Let us put it this way. Metal Associates cut the 
Martin Co. in on the deal; is that right, sir? 

Mr. Kurz. Well, it was done not to cut us in—you can accept it that 
way if you like—but I mean, it was not done to cut us in, except that 

e had money to work with, we were handling money — h we needed. 

"Senator Moopy. Wasn’t that the purpose of it? I do not mean to 
quibble about the term. I am simply trying to have it explained. 

Mr. Kurz. My interpretation is a little different. I know that we 
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were handling money, and when you are handling money you can do 
something—you are progressing. 

Senator Moony. I see. You used this 

Mr. Kurz. We did not have enough working capital. There were 
obligations when Metal Associates came in there that were past due, 
obligations that had to be taken care of. 

Senator Moopy. And you used some of the money that was involved 
in this deal to take care of those, and used it as working capital ? 

Mr. Kurz. However, all obligations now are taken care of promptly. 

Senator Moopy. Isee. But this did give you sufficient funds / 

Mr. Kurz. It gave us a lift. 

Senator Moony. It not only gave you profit, but it gave you a lift in 
providing additional operating cash at the moment you needed it; i 
that right? 

Mr. Kurz. That was the purpose, to put us back on our feet, both 
physically and mentally. 

Senator Moopy. You did, however, mark up the steel that moved 
through you? 

Mr. Kurz. That is right. 

Senator Moopy. So that the steel that started out for $5.20 at the 
Weirton Steel Co., and is as yet several steps away from its end user 
is now selling for $10.40, which is exactly double. It has passed 
through four hands and is now going into its fifth hand ¢ 

Mr. Kurz. That I can see from that chart on the blackboard. Other 
than that I do not know. 

Senator Moony. Yes. I understand that. I am merely trying to 
draw this broad picture for you. So far as I can see, this happened 
without any economic function being performed by these various 
people through whom the steel passed ? 

Mr. Kurz. In our particular case there was. 

Senator Moopy. What was that economic function ¢ 

Mr. Kurz. ‘To put us on our feet, our own family function; ves. 

Senator Moopy. Well, it certainly helped you, but—— 

Mr. Kurz. That is right. 

Senator Moopy. But it did not help the Daisy Manufacturing Co. 
that had to pay the top price for the steel when they finally got the 
steel; isn’t that right ? 

Mr. Kurz. That is right. 

Mr. Lone. Now, Mr. Forman sold that 74,780 pounds to the Martin 
Co. on August 15, 1951, and had it shipped to the Metal Associates 
Co. ¢ 

Mr. Kurz. No: that is not right. That invoice, which I have 
checked into, that material was not shipped into it. The invoice is 
marked as such. 

Mr. Lone. Yes; it is. 

Mr. Kurz. But it was not. It was a direct shipment, as I under 
stand now. 

Mr. Lone. As I remarked a while ago, Mr. Kutz, these invoices are 
certainly not very reliable. 

Mr. Kurz. Well, I can only go by the fact that we get what we pay 
for, and what we sell we invoice for. That is the only reliability, 
except in this case I am assuming that, because some of our materials 
are in warehouses, the assumption was that it Was going there, but in 
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this particular case the shipment was made direct; where it went, I do 
not know. 

Senator Moopy. So you never saw this steel, did you? 

Mr. Kurz. No; personally I don’t see very much of it, or any of it. 

Senator Moopy. How much steel have you handled as a broker in 
the last year ¢ 

Mr. Kurz. We have only been in business since June, and I don't 
know exactly, but I don’t think—— 

Senator Moopy. You say you have only been in business since 
June ¢ 

Mr. Kurz. The corporation. 

Senator Moopy. I see. 

Mr. Kurz. The Martin Co. is now the corporation, and prior to 
that it was individual. 

Senator Moopy. When did this fraud take place in Chicago ‘ 

Mr. Kurz. Early in 1950. 

Senator Moopy. Early in 1950? 

Mr. Kurz. Yes, sir. 

Senator Moopy. That was when you were a proprietorship / 

Mr. Kurz. Yes. Iwasa proprietorship until May 30 or 31 of 1951. 
The corporation has only been in existence since June 1 of this year. 

Senator Moopy. And after seeing the way the Chicago corporation 
operated, you decided that you were in an unprotected position by 
continuing as a proprietorship; is that the story ¢ 

Mr. Kurz. I have a host of friends, and everything, but. still 
was very difficult to continue without some assistance, which 1 needed. 

Senator Moopy. I see; but you never saw the steel or any of the 
other steel ¢ 

Mr. Kurz. No. 

Senator Moopy. You have been dealing in steel for 4 months: is 
that nght ? 

Mr. Kurz. Close to 4 months. 

Senator Moopy. How much steel have you bought and sold? 

Mr. Kurz. Probably a couple of hundred thousand dollars’ worth. 

Senator Moopy. A couple of hundred thousand dollars’ worth ¢ 

Mr. Kurz. Yes. 

Senator Moony. What has your profit been on it, do you know? 

Mr. Kurz. Well, our profit has not been very much. It goes along 
similar to what this particular deal is, where we will make—I don’t 
think it exceeds 10 cone 

Senator Moopy. But I am sure, speaking broadly now,—and I am 

ing impersonal—I am sure that you recognize that if you have a 
aniey chain of seven hands through which steel passes that each 
daisy takes 10 percent, and some of them more, and you will get— 
well, as a matter of fact, in some of these actual cases you have a 
mark-up of from two to three hundred percent in the price of steel 
over the mill price that would ordinarily be paid by the end user? 

Mr. Kurz. So I have heard and understand. 

Senator Moopy. And the fact is that this gray-market proposition 
did perhaps bail you out on the way, but so far as the steel is con- 
‘erned there is no economic end in having this steel pass through all 

‘hands. There is no reason in the world why a proper system 

bl not put that steel directly from the producer into the hands 
of the end user. Would you agree to that? 
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Mr. Kurz. Well, I would say that it sounds logical. 

Mr. Lona. Going back to this particular shipment, Mr. Kutz that 
was shipped to you, you do not know to whom it was shipped ¢ 

Mr. Kurz. No, sir. 

Mr. Lone. But it was sold to the Martin Co. by Forman ? 

Mr. Kurz. That is right. 

Mr. Lone. And then the Martin Co. on its books transferred it to 
the Metal Associates Co. ¢ 

Mr. Kurz. That is right. 

Mr. Lone. At a price of $10.40 per hundred pounds? 

You do not know whether the Metal Associates Co. ever actually, 
physically, received that steel or not, but you are of the impression 
that the ay did not? 

Mr. Kurz. Iam quite sure they did not personally receive that steel, 
because their purpose is to resell it. 

Mr. Lone. So far as I have been able to determine, that steel is still 
in Steubenville. 

Mr. Kurz. I cannot answer that. I don’t know its origination; I 
don’t know where it is. 

Mr. Lone. I was making a statement: So far as I have been able to 
determine, that steel is actually still in Steubenville. 

Mr. Kurz. I cannot answer that. 

Senator Moony. If you can find that steel, you are doing very well. 

As we have it now, you are selling the steel to your own related 
company, the Metal Associates, and neither one of your companies 
ever saw the steel ? 

Mr. Kurz. This particular steel. 

Senator Moopy. This particular allotment of steel. You bought 
it from Mr, Forman in Pittsburgh, and he never saw it, either. So 
there are three people who handled the steel, and took a profit on the 
steel, and never saw the steel and never attempted to warehouse it. Is 
that correct, so far as you are concerned? 

Mr. Kurz. From what I heard, that is so. 

Senator Moopy. And so far as you personally are concerned, that 
/ 


iS SO? 

Mr. Kurz. Yes. 

Mr. Lone. What is the last transaction the Martin Co. has had in 
steel, Mr. Kutz? 

Mr. Kurz. Well, honestly, I could not answer that, except that it 
probably was within the last week. We do not do it every day, but 
it has been within the last week, but who or what, I cannot answer, 
other than the fact it would be sold to Metal Associates. 

Mr. Lone. Since the Martin Co. was not in the business of selling 
and buying steel during the base period, have they applied to the Price 
Stabilization for a ceiling price at which you can sell steel ? 

Mr. Kurz. No; but because of the relationship, which is obvious, Mr. 
Jay Friedman, who is here also, that has been established. So that 
all prices under which we have been selling because having been in 
business before this we are familiar with the OPS, and that was one 
of the matters that was discussed, although we have not applied, we 
definitely are maintaining the ceiling. 

Senator Moopy. You are maintaing what ? 

Mr. Lone. If you do not have a ceiling price, how are you maintain- 
ing one? The Martin Co. has no ceiling price, not having bought or 
sold steel during the base period. 
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Senator Moopy. Is what you are trying to say that you are selling 
vour steel below the ce iling set for the Met: al Associ lates 
~ Mr. Kurz. That is right. 

Senator Moopy. But, "of course, since you have incorporated Metal 
Associates, and the Martin Co., even though you may have the same 
partners, they are not the same entity, and therefore legally they do 
not have the same standing before the OPS: is that correct 

Mr. Kt TZ, | @uess so. 

Mr. Lona. Well, since your organization does deal now in steel, are 
you familiar with the NPA regulations governing the use of steel / 

Mr. Kurz, Oh, yes; we are. 

Mr. Lone. When you sell it, do you require CMP allocations. 

Mr. Kurz. No. 

Mr. Lone. And as you understand the regulations, you are not re- 
quired to! 

Mr. Kurz. We do not touch, as stated there, any material that we buy 
under CMP unless we do have allocations, they have no bearing. We 
use that entirely for our own purpose. 

Mr. Lone. | am speaking of the steel that you resell. 

Mr. Kurz. We sell it to Metal Associates Co. 

Senator Moopy. Do you sell it to the Metal Associates only ? 

Mr. Kurz. That is right. 

Senator Moopy. You say you have bought and sold how much steel 
in the last 4 months? 

Mr. Kurz. Probably a couple hundred thousand dollars worth. 

Senator Moopy. A couple hundred thousand dollars’ worth ¢ 

Mr. Kurz. Yes. 

Senator Moopy. Can you tell us where you have gotten that steel 
Have you gotten it all from Mr. Forman ? 

Mr. Kurz. No. These are the only two transactions we have had 
with Mr. Forman. 

Senator Moopy. How did you get in touch with Mr. Forman ¢ 

Mr. Kurz. Mr. Jay Friedman handles the buying of steel. 

Senator Moopy. So Mr. Jay Friedman also buys the steel for you. 
(nd in the process you ti ake a profit for this compan v before you li: and 
it to his company and take a second profit on the same steel, is that 
right ¢ 

Mr. Kurz. Not two profits. 

Senator Moopy. Mr. Jay Friedman, as I understand—— 

Mr. Kurz. He does not sell. He is paid by us on a percentage 
basis for buying the steel. And it is inl to the Metal Associates Co. 

Senator Moopy. You pay Mr. Jay Friedman a percentage for buy- 

o the steel 4 

Mr. Kurz. That is right. 

Senator Moopy. And then you take a mark-up for the Martin Co. 

when you sell the steel to Met: al Associates; is that right / 

Mr. Kurz. That is right. 

Senator Moopy. And Metal Associates in turn takes a profit when 
it sells steel to the Emergency Steel Service, or somebody else; is that 
right ? 

Mr. Kurz. That is right. 

Senator Moopy. Mr. Friedman is an officer of the Metal Associates ¢ 

Mr. Kurz. No; he is sales manager. 
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Senator Moopy. He is sales manager for them; is that right 

Mr. Kurz. That is right. 

Senator Moopy. So he buys the steel in the first instance for you. 
and then sells it to the company to whom you sell the steel; is thai 
correct ¢ 

Mr. Kurz. He works for several companies. 

Senator Moopy. By the way, did you pay any freight charges o1 
that steel, Mr. Kutz? 

Mr. Kurz. Well, if it is a direct shipment we would not pay an) 
freight charges. 

Senator Moopy. You would not pay any? 

Mr. Kurz. If it is a direct shipment. Whichever way it is. Now. 
there are some materials that come into Cleveland on which we pay 
the freight, and we charge the freight, exactly whatever we pay for it. 
exactly what we pay for it. 

Senator Moopy. I see. 

Mr. Kurz. If any material comes into Cleveland on which there 
is a freight charge, we pay for it, and then we rebill it to the Meta! 
Associates at the exact price that we pay for it. 

Senator Moopy. I don’t know Soles you were here earlier this 
morning, when Mr. Hough, of Plymouth, Mich., testified that he not 
only had to pay a very steep gray-market price for steel, but he also 
had to pay more than a dollar a hundredweight for freight shipment: 
that never took place. For some reason they shipped the steel fron. 
LaCrosse, Wis., or rather, they charged him freight from LaCrosse. 
Wis.. when the steel apparently never got there. It was never there 
at all. 

Mr. Kurz. We don’t have that type of operation. We don’t charge 
other than what we pay for. Now, we do not make any profit on 
freight. We pay $100 for freight on a shipment, and we bill it plus 
$100, the actual cost of the freight. 

Senator Moopy. Now, you say you have only had two or three trans 
actions with Mr. Forman ? 

Mr. Kurz. Just two. 

Senator Moopy. Just two? 

Mr. Kurz. Yes. 

Senator Moopy. How much was involved in those deals ¢ 

Mr. Kurz. Oh, about $11,000 or $12,000, something like that. 

Senator Moopy. Eleven or twelve thousand dollars. 

Mr. Kurz. Yes. 

Senator Moopy. And you have handled steel up to $200,000 or mor 
in the last 4 months; is that right 

Mr. Kurz. I would guess at that amount. 

Senator Moopy. Who else have you bought your steel from ? 

Mr. Kurz. Some from the Ohio Valley Tool Co. 

Senator Moopy. Directly from Ohio Valley ? 

Mr. Kurz. Yes, sir. 

Senator Moony. From whom else ? 

Mr. Kurz. The New Cumberland Stee! Co. 

Senator Moopy. That is—— 

Mr. Lone. That is the New Cumberland Metal Products Co., is it / 

Mr. Kurz. That probably is: ves. 

Senator Moopy. And that is Mr. Phillips? 

Mr. Kurz. Yes. 
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Senator Moopy. So you have bought steel not only from Mr. For- 
man, Who bought the steel for this particular shipment from Mr. 
ou Phillips, but you have also bought steel directly from Mr. Phillips’ 
al company ; is that oe 
Mr. Kurz. Well, I don’t know what the arrangement is. I don‘ 
know these gentlemen. I have not seen this gentleman. 


0} Senator Moopy. But you bought from the New Cumberland Co. 
Mr. Kurz. That is right. 
ny Senator Moopy. And you also bought from Ohio Valley directly ; 


that right? 
Mr. Kurz. That is right. 


WwW Senator Moopy. From whom else have you bought steel ¢ 
a Mr. Kurz. That is all ean recall. That is where most of our steel 
it comes from. 


Senator Moopy. So that from this group of companies the Ohio 


Valley Co., in which Mr. Harry Phillips is involved, and the M and E, 


er ud New Cumberland Co., in which Mr. Mathew Phillips is connected, 
ta and Mr. Forman, from those three companies you have gotten in the 

ast 4 months about $200,000 worth; is that right ? 
hi Mr. Kurz. I may not be accurate, because truthfully I do not devote 
not much of my time to the steel business. 
Is Senator Moopy. I understand that, but I am trying to get an 
nt approximate picture here. 
On) Mr. Kurz. I know it is over $100,000. 
se. Senator Moopy. I see. Where have you marketed that steel? All 
er to Metal Associates ? 

Mr. Kurz. That is right. 

roe Senator Moopy. Did you ever see any of this steel at all? 
oO! Mr. Kurz. Not any particular amount of it. 
lus Senator Moopy. Did any of this steel— 


Mr. Kurz. Specific steel from specific shipments, IL would not say 


Senator Moopy. Mr. Kutz, did any of this steel ever physically pass 
nto the hands of the Martin Co. ? 
Mr. Kurz. Oh, yes. 
Senator Moopy. So you have had it ina warehouse / 
Mr. Kurz. Yes. 
Senator Moopy. I see. What is the longest time that you ever held 
ny of this steel ? 
Mr. Kurz. Maybe a few weeks, something like that. 
Ol Senator Moovy. A few weeks. 
Mr. Kurz. Yes. 
Senator Moopy. Did you ever take a loss on any of it ? 
Mr. Kurz. Any loss? 
Senator Moopy. Yes. 
Mr. Kurz. Well, if there is a loss, I don’t think that the Martin Co. 
would take it. 
Senator Moopy. What is that. 
Mr. Kurz. I don’t think the Martin Co. took any loss on material 
Vet, 
it Senator Moopy. I see. Thank you very much, Mr. Kutz. 
lhe committee will recess for 5 minutes, after which Mr J. Fried- 
nan Will be asked to testify. 
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(Whereupon a brief recess was taken after which the following 
proceedings were had :) 

Senator Moopy. Mr. J. Friedman: is Mr. Friedman here ? 

Mr. FrRrepMAN. Yes, sir. 

Senator Moopy. Will you raise your right hand? Do you swear 
that the testimony that you shall give to this committee shall be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Frirepman. I do. 


TESTIMONY OF JAY FRIEDMAN, SALES MANAGER, METAL 
ASSOCIATES 


Senator Moopy. Will you give your full name and address, Mr. 
Friedman, please ? 

Mr. Friepman. Jay Friedman, 2359 Belvoir Boulevard, University 
Heights, Ohio. 

Senator Moopy. What is your business / 

Mr. FrrepMan. I am with the Metal Associates Co. 

Senator Moopy. Are you an officer of that company ¢ ? 

Mr. FrrepMan. No,I am not. I am the sales manager. 

Senator Moopy. You are the sales manager ¢ 

Mr. FrrepMANn. Yes, sir. 

Senator Moopy. Do you have a relation with the Martin Co., in 
Cleveland ? 

Mr. Frtepman. Yes, I do. 

Senator Moopy. What is that relationship ? 

Mr. FrirpMan. Well, I buy material for them. 

Senator Moopy. You buy material / 

Mr. FrrepMan. I buy steel. 

Senator Moopy. I see. I see that the president of the Metal Asso- 
ciates is Mr. Martin Friedman. Is he any relation to you ¢ 

Mr. FriepMaNn. He is my brother. 

Senator Moopy. He is your brother ¢ 

Mr. FrrepMan. Yes, sir. 

Senator Moopy. I see. And Lucille Friedman is your sister-in-law: 
is that correct ? 

Mr. FrrepMan. Yes: that is correct. 

Senator Moopy. Does the Metal Associates Co. deal in steel ? 

Mr. FrrepMAn. Yes, Senator, that is all we handle, sheet steel. 

Senator Moopy. You are a broker in steel ? 

Mr. Frrepman. That is right. 

Senator Moopy. You do not fabricate steel 2 

Mr. FrrepMan. Yes, we do, Senator. We do quite a bit of ee 
such as shearing and slitting for the customer, the end user 

Senator Moopy. You do? 

Mr. FrrepMan. Yes. 

Senator Moopy. Do you havea plant of your own ? 

Mr. Frrepman. We do not. We use various public warehouses for 
storage and processing. 

Senator Moopy. I see. 

Mr. FriepMan. And servicing. 

Senator Moopy. You do not have a warehouse of your own, how- 
ever / 


Mr. FrrepMan. We do not. 
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Senator Moopy. You do not have any fabricating material of your 
own! 

Mr. Frrepman. Equipment, do you mean ? 

Senator Moopy. I mean equipment of your own? 

Mr. Frrevwan. No; we do not have fabricating equipment. 

Senator Moopy. From whom do you rent your storage space, ordi- 
narily ¢ 

Mr. Frrepman. We keep some material at Cleveland. 

Senator Moopy. I see. How much in the way of steel have you 
handled in 1951 through Metal Associates ? 

Mr. Friepaan. I do not have those exact figures with me, but off- 
hand, dollarwise, I would say around a million dollars so far this 
year. 
~ Senator Moopy. A million dollars this year? 

Mr. FriepMan. I don’t know exactly, that is just an approximate 
firure. 

Senator Moopy. In general, in a general way, what has the profit 
been on that ? 

Mr. Frrepman. Well, we make anywhere from a quarter of a cent 
to possibly a cent or maybe a cent and a half on some deals, but I 
would say that the average is around a hi if cent a pound. 

Senator Moopy. A half cent a pound ? 

Mr. FriepMan. Yes. 

Senator Moopy. How many pounds have you handled this year? 

Mr. Frrepman. I really would not know. I have no idea. 

Senator Moopy. W here do you vet your steel / 

Mr. FrrepMan. Well, we buy it from Martin & Co., as you know, 
plus the Ohio Valley Tool Co. 

Senator Moopy. You say that you buy it from the Martin Co., but 
Mr. Kutz has testified that you also bought for the Martin Co. as a 
convenience to the Martin Co. to give them working eapital and a 
profit, is that correct / 

Mr. FrirepMan. That is correct. 

Senator Moopy. Do you consider, by the way, that the Martin Co. 
ins ag any economic function, so far as the steel market is con- 
cerned, by h: indling that material or by being included in the daisy 
chain sD steel ? 

Mr. Frrepman. Well, I believe that so far as—do vou mean the 
Martin Co. ¢ 

Senator Moony. That is right. I am just asking about the Martin 
Co. as one link in this daisy chain. 

Mr. Frrepman. Well, | would not be able to answer that question 
yes or no, Senator. 

Senator Moopy. As a matter of fact, there was a mark-up in the 
price there, but it was chiefly a convenience to the Martin Co. that had 
no possible benefit to any end user of their steel, isn’t that right / 

Mr. Friepman. That is true, but the profit, so far as the Metal 
Associates was concerned, we had nothing on that, but just handling 
charges and covering trucking of the steel. 

Senator Moopy. Will you say that again, please ? 

Mr. Frrepman. Well, the profit was in the Martin Co.—I mean, we 
bought steel. the Martin Co. made the profit, 

Senator Moopy. I see. Didn’t Metal Associates make a profit? 
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Mr. FrrepMan. We made just a slight profit to cover the handling 
and trucking on the steel. 

Senator.Moopy. I see. Well now, you got some steel from Martin, 
but Martin got that steel from Forman ? 

Mr. Frrepman. Yes; but we have various sources we buy it from. 

Senator Moopy. Can you give us those sources which you buy it 
from? 

Mr. Frrepman. Well, we buy from Ohio Valley Tool & Die, and 
the New Cumberland Metal Products. Those are our main sources, 
and excess inventory from plants. 

Senator Moopy. What plants have you gotten excess inventory 
from? Are they in the Cleveland area? 

Mr. FrrepMman. No. Well, most of the plants, in fact, we have 
not bought from plants recently at all. Most of the material is from 
the Ohio Valley Tool & Die Co. 

Senator Moopy. Have you bought steel from any plants in 1950 or 
1951? 

Mr. Frrepman. I really don’t remember. 

Senator Moopy. You just testified you did, Mr. Friedman. 

Mr. Frrepman. Just offhand J cannot remember the names of the 
plants that we did buy from. 

Senator Moopy. Now, Mr. Friedman, we would like your coopera- 
tion at this point. Won’t you see if you can refresh your recollection 
and teil us from what plants ¢ 

Mr. Frrepman. Any information you want, if I do not have it here, 
our records are open. Offhand at this minute I just cannot think 
of any. 

Senator Moopy. Will you furnish this committee with a record of 
plants from whom you have bought steel ? 

Mr. FriepMan. I will be glad to. 

Senator Moopy. You will? 

Mr. FrrepMan. Yes. 

Senator Moopy. Would you recall any plants in the Cleveland 
area which you bought steel from in the last 18 months? 

Mr. FriepMan. At this particular moment, I cannot remember 
any at all. 

Senator Moopy. Did you get any steel from the automobile business 
at all? 

Mr. Frrepman. No, sir. 

Senator Moopy. From what type of business did you get your steel? 

Mr. FrrepMan. Well, just possibly local stampers that had some 
surplus material they could not use, that the gage was wrong, or 
the size, and we purchased it from them. 

Senator Moopy. Do you get any steel from warehouses, do you buy 
steel from warehouses ¢ 

Mr. Frrepman. No; mostly from the two plants that I mentioned 
to you. 

Senator Moopy. How much did you say you had handled in the 
last year? 

Mr. FriepMan. Well, I imagine around $1,000,000 worth of steel 
sales. 

Senator Moopy. A million dollars’ worth of steel ? 

Mr. FrrepmMan. Yes. 
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Senator Moopy. How much did you get from Ohio Valley and New 
Cumberland ? 

Mr. Frrepman. Offhand I wouldn’t know the exact figures. 

Senator Moopy. Half? 

Mr. Frrepman. I would say at least half; yes. 

Senator Moopy. At least half? 

Mr. FrrepmMan. Yes, about half. 

Senator Moopy. So that you have gotten from this single source, or 
you might say single linked source, because they are members of the 

same family, at least $500,000 worth of steel in the last year, is that 
right ¢ 

“Mr. Frrepman. I would say so. 

Mr. Lone. What generally is the price you pay either Ohio Valley 
Tool & Die or M & E Co. or New Cumberland, as the case may be, for 
that steel ? 

Mr. FrrepMan. Around 6 cents, or around 7, possibly. 

Senator Moopy. How much do you sell it for? 

Mr. Frrepman. Around $6.75, or about $10 or $15 a ton profit. 

Senator Moopy. How much is the highest you ever have sold steel 
for ¢ 

Mr. Frrepman. Do you mean—how far back are you referring to? 

Senator Moopy. I mean in 1950 or 1951, what is the highest price you 
have charged for steel ? 

Mr. FriepMan. About 18 cents. 

Senator Moopy. 18 cents? 

Mr. FrrepMan. On brokerage steel ; yes. 

Senator Moopy. Do you remember where you got that steel / 

Mr. Frrepman. I don’t remember that. 

Senator Moopy. So that in your own dealings in steel, the price 
of the steel varies as much as 300 percent, is that right ? 

Mr. FrrepMAN. Sure; Senator, if I might say something. 

Senator Moopy. Yes, indeed, go right ahead. 

Mr. FrrepMAn. In my opinion the steel brokers perform a function. 

Senator Moopy. Tell us what the function is. 

Mr. FrrepMan. Pardon. 

Senator Moopy. Tell us what the function is. 

Mr. FrrepMan. We sell a lot of steel to plants around Cleveland at 
under warehouse price, warehouse price, and we do a lot of shearing for 
them, 

We perform a function. We have been in business a long time and 
the majority of our steel is sold to end users. Occasionally, in a 
brokerage deal, we have a chance to show how to bring buyer and seller 
together, and we feel we have a function and feel that brokers in steel 
should under O. P. S. have an opportunity to carry on a brokerage deal. 

Senator Moopy. You don’t have a warehouse ? 

Mr. FrrepMan. No; but we carry an invoice. 

Senator Moopy. Rented space in another warehouse ? 

Mr. Frrepman. We pay so much a month per ton and we carry an 
invoice and have for a long time. 

Senator Moopy. You carry an invoice. 

Mr. Frrepman. Yes. 

Mr. Lone. I have transcripts from your records of Metal Associates 
Co. involving six transactions in steel. The price on that steel runs 
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to $15, $17, $17.18, $13.50, $11.35, $11.75. None of that to me seems 
comparable to a warehouse price. 

Mr. FrrepMan. We have an operation where we sell a lot of steel 
at warehouse price depending upon our cost of material. We are not 
looking to get as much money as we can. We sell a lot of steel at 
warehouse price where we know we can get more material. We have 
been in business a long time in Cleveland. 

Senator Moopy. How do you justify—what would the warehouse 
price be? 

Mr. Frmpman. Mostly, on prime material, $7, $7.85, $8. 

Senator Moopy. How do you justify charging $8 to one customer 
and $18 to another? 

Mr. FrrepMan. Depending upon our costs. We add a profit on 
to every item we buy. On that steel we sold for 13 cents we could 
have shown some more but we didn’t do it. We have customers that 
need steel bad, and we want to try to get it for them. 

Senator Moony. And you went and found the steel for them. 

Mr. Frrepman. That is exactly right. Weare very close with some 
end users in Cleveland. We might sell them steel at 6 cents and on 
another day, at 15 cents, depending upon our cost. 

Senator Moopy. You act rather consistently as a broker for some 
of the companies that need steel, is that correct ¢ 

. FriepMan. That is exactly right. 

Senator Moony. Will you give us the names of some of those com- 
panies ? 

Mr. Frmoman. I would be glad to. Do you mean recently? 

Senator Moopy. In the last 18 months. 

Mr. Frimpman. We sell steel to Apex Electric, for one, and to Dear- 
born Stove. 

Senator Moopy. Dearborn Stove? 

Mr. FrirepMan. Not recently. 

Senator Moopy. Is that in Cleveland ? 

Mr. FrmepMan. No; they are in Chicago. 

Senator Moopy Who else? 

Mr. FrrepMan. Schultz Steel, Cuyahoga Stamping, Cleveland; 
Free-Way Washer: I mentioned Apex Electric, Standard Products— 
we have quite a few plants we sell steel to in Cleveland. 

Senator Moopy. Do you have any plants outside of Cleveland that 
you sell steel to? 

Mr. Friepman. Yes, we do. We have a plant up in New York to 
which we sell material. 

Senator Moopy. Who is that? 

Mr. FrrepmMan. Youman & Irby. 

Senator Moopy. Is that in Rochester, N. Y.? 

Mr. Frrepman. Yes. The type of operation we have, we keep an 
inventory and, as I said before, we have various prices depending upon 
oar costs. 

Senator Moopy. How much do you mark your cost up ? 

Mr. Frrmepman. We don’t mark it up. Percentagewise it is so much 
per ton. It depends on the amount of freight handling; we do a 
lot of shearing and slitting. We take our cost and add on, maybe 
$10 and maybe $20 a ton. 

Senator Moony. You make more money on some deals than others! 

Mr. Friepman. That is right. 
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Mr. Lona. We are not contending that these are representative in 
the sense that we actually went through the ones that suited our pur- 
ose. 

Mr. Frreoman. We have a lot of other ones. 

Mr. Lone. Yes; but just using that for example, which you sold for 
17 cents you bought for 1314; that which you bought for 18, or rather 
sold for 18, you bought for 1414; that which you sold for 18, you 
bought for 1414; that which you bought for 12, you sold for 1314; 
that which you bought for 13 cents you sold for 16.75; that which 
‘you bought for 101 » you sold for 11.85 cents; that which you bought 
for 11 cents you sold for 11.75. A number of those transactions are 
314 or 414 a pound, which, tonnagewise, is $90 to $100. 

Mr. Frrmepman. No, $60 to $70. You have freight. We have a 
freight item in there. We absorb the freight. We purchase the 
material. 

Mr. Lone. How much of it actually comes to your place and you 
reship it, percentagewise ¢ 

Mr. FrrepMan. I would say at least 50 percent or better. 

Mr. Lone. Yes; and then only in half of them you would have the 
freight charges. 

Mr. Frrmepman. That is right. The other material is sold f. o. b. 
shipping point to the works. 

Mr. Lona. On this 74,780 pounds that you brought from the Mar- 
tin Co.—you know the particular transaction to which I am referring ? 

Mr. Frrepman. Yes. 

Mr. Lone. How do you explain the fact that Forman bought it 
from M. & E. Co., sold it to the Martin Co., which shipped it to Metal 
Associates ¢ 

Mr. FrrepMAn. So far as I am concerned, as a broker I am looking 
to buy steel and to sell it, to perform a function. What happens to 
aes _~ before I buy and after I sell it, I have no idea. 

‘. Lona. Can you tell where that steel was that you bought acting 
Zz = Martin Co. and then resold acting on behalf of Metal Asso- 
clates ¢ 

Mr. Frrepman. Yes; we bought it from the Forman Co. at New 
Cumberland, W. Va., and it was sold f. 0. b. that point. 

Mr. Lone. At New Cumberland? 

Mr. Frrepman. Yes. 

Senator Moony. How did it happen Mr. Hough had to pay freight 
from La Crosse to Chicago or to Detroit ¢ 

Mr. Friepman. As I said before, I have no idea what happened 
after that. I sold that to Emergency Steel. 

Senator Moopy. You sold this steel to Emergency Steel, of Skokie, 
Lil. ? 

Mr. Frrepman. Yes. 

Senator Moopy. As far as phantom freight charges go, you had 
nothing to do with it? 

Mr. Frrepman. That is right. 

Senator Moopy. Now, the steel here that you sold to Apex Electric 
Co. in Sandusky, Ohio, for $17 a hundred came out of either Weirton 
or Fort Pitt steel for $5.20 to $5.80 a hundred and passed through 
the hands of the Ohio Valley Steel Co.; M. & E. Co., of New C umber- 
land, W. Va.; Mr. Forman; and Met al Associates before you sold 
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it, so in that case you have four daisies in this daisy chain before it 
reached the end user. 

Mr. Friedman, the statement is made frequently to small-business 
men who go to the mill to get steel that the mill can’t deliver the steel 
to the small-business man in the same degree that they could deliver 
the steel before the NPA regulations were ‘put on. 

Do you know anything in the NPA regulations which require those 
steel pl: ints to sell the —F ‘| to the first daisy of a chain like this ¢ 

Mr. Frrepman. No; I do not. 

Senator Moopy. Is there any reason, so far as you know, that this 
steel company couldn't have sold this steel directly to the Daisy 
Manufacturing Co. in Detroit? I think it is an unusual situation 
where the end of a daisy chain should actually turn out to be the 
Daisy Manufacturing Co. [ Laughter. | 

Mr. Frrepman. I do not know of any. 

Senator Moopy. Do you know of any reason, Mr. Friedman, why 
Weirton Steel or Fort Pitt, whichever sold this particular allotment, 
should not have sold it directly to Mr. Cass Hough ? 

Mr. FrrepMan. Well, it is a matter of business, just like if you are 
in a food-brokerage business. How would whoever had the mate- 
rial know that Daisy needed steel? It is just unfortunate there are 
so many brokers in the business, but that is where the brokers come in. 

Senator Moopy. But don’t you think the small-business man should 
be able to come as well to the steel plant and say, “We want some 
steel” ? 

Mr. Frrepman. They are entitled to. 

Senator Moopy. What is happening is that the steel is being de- 
livered not to a small-business man but to a chain of brokers; isn’t that 
correct / 

Mr. Frrepman. In this case; yes. I would like to clear up a point 
that Mr. Kutz, my associate, stated. Regarding the meauieal we buy, 
we do service and process that steel. 

Senator Moopy. I think you have testified that you do have some- 
one process the steel for you. On the point I was just making, the 
steel that you sold for $18 to Hamilton Manufacturing Co., of Co- 
lumbus, Ind., came out of Weirton or Fort Pitt. I mention both 
companies because the Ohio Valley Tool & Die Co. has told our in- 
vestigator that they obtained most of the their steel from Weirton 
but that they also obtained some of their steel from Fort Pitt. 

Now, the Ohio Valley Tool & Die Co. got the steel that was sold 
for $18 by this brokerage house for $5.20 to $5.80. There is a mark-up 
from $5.20 to $18 between the time that the steel plant sells the steel] 
and the sale to the end user. 

The deal which Mr. Long was referring to a moment ago happened 
to be 30.210 pounds of steel. The Apex” Electric, of Sandusky, was 

39,600 pounds of steel, marketed for $18. 

Now, from the same source, Ohio Valley Tool & Die Co., from $5.20 
to $5.80 per hundred, 28,715 pounds. The record shows that your 
company sold it for $17 to $18 to the Apex Klectric Co. Do you hap- 
pen to know whether Apex Electric Co. has applied to OPS for an 
increase in their selling prices to the consuming public? 

Mr. FrirepMan. I am not familiar with that at all, sir. I really 
don’t. know. 
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Senator Moony. Here is another transaction of 20,040 pounds in 
which steel started from Weirton or Fort Pitt and was sold by you 
for 14144 to Yawman & Erbe, of Rochester, N. Y. 

Do you know any economic function, ‘other than that of a finder, 
performed by any of the four people through whom this steel passed ¢ 
Let me put it this way: Can you think of any reason why nearly twice 
as much is paid to those four members of the gray-market daisy chain 
for the steel as is paid to the original manufacturer of the steel 2 

Mr. Frrepman. No; | can’t think of any reason in that instance, 

Senator Moopy. Here is a deal of 58,946 pounds which Ohio Valley 
Tool & Die Co. bought from the same sources for $5.20 and $5.80 a 
hundred, which Metal Associates sold to the She lley Steel Corp., of 
Chicago, for $11.35; and the Shelley Steel Corp. sold it to the Deep 
Freeze, of North Chicago, for $13. 

There are five hands through which that steel passed, and the price 
moved up from $5.20 to $13, so the steel cost a little over $5 a hundred, 
but the end user had to pay $13. Here is a deal of 44, 190 pounds 
from the same source where Metal Associates, as the fourth daisy in 
the chain, sold to the Interstate Steel Co., of Chicago, for $11.75; that 
company, in turn, sold the steel to the Dry-Brite Lighting Co. in St. 
Louis for $12.75. 

Here’s a situation where steel is sold as high as $18 a hundred, more 
than three times the amount that the end user in business would have 
to pay if he got it from the mill. I can’t understand why the mill 
doesn’t sell it direct to the end user. 

Mr. FrrepmMan. The only thing I can say is, there always have been 
steel brokers in the steel business. 

Senator Moopy. And also steel warehouses ? 

Mr. Frrepman. That is right; and, as I said before, I don’t want 
to repeat, but I think the steel broker is performing a function. 

[t is just unfortunate there are that many people involved and the 
price goes up that way. 

Senator Moopy. One steel broker in a transaction does perform a 
funection—that is true—but I fail to see why five steel brokers are 
needed, increasing the cost of the steel more than 300 percent in some 
cases. 

Mr. Frrepman. That is a problem. 

Mr. Long. Mr, Friedman, do you think, using the Deep Freeze 
Corp. transaction as an example, that this company could go to 
Weirton Steel or even to the Ohio Tool & Die Co. and buy the steel 
for the $5.20, rather than getting it from Shelley? Could he get it, 
or is this a closed business 4 

Mr. FrrepMan. It is not a closed business, but Deep Freeze can’t go 
to the steel mill and say that they want steel next week; they can’t 
get it from the mill. 

Senator Moopy. Wouldn’t it be possible if it had known its needs 
earlier ? 

Mr. Frrepman. It happens all the time. 

Senator Moopy. It would happen on occasions, but you heard Mr. 
Hough testify this morning that he went to his ordinary steel sup- 
plier and was told that he “couldn't get more than 12 to 14 ee 
of what he needed. He said that if he had to cut his production 
down to 12 to 14 percent he would have to shut down his plant and 
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plenty of people would be out of work, and yet he had to pay more 
than double what he would have had to pay to the plant for his 
steel. 

And I think many other people have gone to the original source 
of steel and have been refused, so they get the steel at the end of this 
daisy chain. It is a reprehensible practice. 

Mr. Lone. Re ne to the 74,/80 pounds you bought from the 
Martin Co., you sold 35,290 pounds to the Emergency Steel Service 
Corp; is that correct : 

Mr. Frrepman. Yes. 

Mr. Lone. The other 39,490 pounds you sold to K. & G. Sales in 
Chicago ? 

Mr. FrrepMan. Yes. 

Mr. Lone. You say that, so far as you know, that steel was actually 
in New Cumberland, W. Va., and was sold direct from New Cumber- 
land to those particular firms and individuals who bought it? 

Mr. Frrepman. Correct. 

Mr. Lona. The Metal Associates Co. invoice, which is invoice 4371, 
shows the 35,290 pounds sold as f. 0. b. Weirton, W. Va. I will grant 
you that the distance involved there is far smaller and the amount 
of money is small. 

Mr. FrrepMan. Give us the approximate area where the steel was 
and the company who handles the steel ; their office is in Weirton. 

Mr. Lone. That is Detroit, probably, Detroit-Pittsburgh. 

Mr. Frmepman. Yes; the freight line is the same, no matter if it 
was in New Cumberland or Weirton. 

Mr. Lone. Going back to the same point I made twice before, you 
can’t rely very steadily on these invoices. 

Mr. Frrepman. No; you can’t. 

Mr. Lone. So far as you know, has Metal Associates ever charged 
a freight charge that was not actually owing and due? 

Mr. Frrmepman. Absolutely not. 

Mr. Lona. They have not ? 

Mr. Frrepman. Absolutely not. 

Senator Moopy. Have you ever paid any premium or given any gift 
to anybody to get steel ? 

Mr. Friepman. No. 

Senator Moopy. Or any metal ? 

Mr. FrrepMan. No. 

Senator Moopy. Do you deal in any metal besides steel ? 

Mr. Friepman. All we handle is sheet steel. 

Senator Moopy. Thank you very much. The committee will ad- 
journ until 1 p. m. 

(Whereupon, at 11:50 a. m., the subcommittee was adjourned to 
reconvene at 1 p.m. of the same day. 


AFTER RECESS 


Senator Moopy. Is Mr. Seymour Waldman here? 

Mr. Waldman, do you solemnly swear that the testimony you give 
before this committee will be the truth, the whole truth. and nothing 
but the truth, so help you God ? 

Mr. Watpman. I do. 
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TESTIMONY OF SEYMOUR WALDMAN, REPRESENTING EMERGENCY 
STEEL SERVICE, SKOKIE, ILL. 


Senator Moopy. State your name and address. 

Mr. Watpman. Seymour Waldman, 1789 Old Briar Road, High- 
Jand Park, Il. 

Senator Moopy. Mr. Waldman, what is your business? 

Mr. Watpman. I am a steel distributor. 

Senator Moony. A steel distributor ? 

Mr. WatpMAN. Yes. 

Senator Moony. What do you call your business? 

Mr. Wanpman. IT eall it the Emergene y Steel Service Corp. 

Senator Moony. It is a corporation ? 

Mr. Watpman. Yes. 

Senator Moopy. Are you the principal stockholder of that cor- 
poration ¢ 

Mr. WALDMAN. I own 00 percent of the stock in that corporation. 

Senator Moopy. Who is the other owner / 

Mr. Watpman. Mr. Erwin D. Harris. 

Senator Moopy. How long has this corporation been in business? 

Mr. Watpman. As a corporation we have been in existence jus ( 
since this May, but it is a continuation of our previous partnershi Ps 
which has been in business since 1946. There has been no change in 
the entity; the same principles have followed it all of the way through. 

Senator Moopy. Will vou tell us the nature of what you do? 

Mr. WatpmMan. We buy steel, process, store it, sometimes we sort 
material: and we sell it again. 

Senator Moopy. Do you have vour own plant ? 

Mr. WatpmMan. Yes: we do. 

Senator Moopy. Do vou have a warehouse ? 

Mr. Watpman. Yes, sir. 

Senator Moopy. I see. Were you here this morning, Mr. Wald- 
man ¢ 

Mr. Watpman. Yes, sir: I have been here all morning. 

Senator Moopy. Did you hear the testimony this morning of the 
previous witnesses ? 

Mr. WatpMaAn. Yes. 

Senator Moony. We were tracing the shipment of 35,000 pounds 
of steel which came from the Ohio Valley Tool & Die Co. and ended 
in the hands of the Daisv Manufacturing Co. of Plymouth, Mich. 

Mr. Watpman. Yes, sir. 

Senator Moopy. Did you sell the Daisy Manufacturing Co. that 
steel ? 

Mr. Watpman. We did. 

Senator Moopy. Now will you describe for us first the nature of 
what yon do? 

As you know, steel has been scarce, businessmen have had difficulty 
getting steel, and you seem to be pretty good at getting it. Will you 
tell me how you can get it and what your met thods are? 

Mr. Warpman. I have a complete outline of this. I anticipated 
the subpena after the investigator had visited my office, and as a re- 
sult I tried as best I knew how to explain this situation as it pertains 
to our own business and also to the businesses of people in like situa- 
tion. 
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I don’t know that all of the people mentioned today are in the situ- 
ation I described in my paper, but I think that certainly some of them 
are, and to that extent I believe there is another side to the story that 
should be heard. 

Senator Moopy. All right, sir. That is what we are here for. To 
get all sides of the story. 

Mr. Watpman. If you would like me to, I shall read it; otherwise 
I shall submit it for the record, sir. 

Senator Moopy. May I see it, sir? 

Mr. WatpMan. Surely. 

Senator Moopy. a will be admitted in the record. 

(See appendix I, p. 159.) 

I notice here that you say near the conclusion of your statement that 
you object or you take exception to the application of terms like 
“gray-market profiteer,” and “daisy chain,” or any such terms put to 
the industry in which you are engaged. 

Of course, you hadn’t heen on the stand yet, but I believe you do 
show up in this d: aisy chain, so perhaps you would like to comment on 
why you think that is a misnomer. 

Mr. WautpMAn. Well, I believe that in a system such as ours that 
it is a system which is governed primarily by supply and demand, that 
in order for material to flow from its point of production to its end 
use, it is necessary for a profit to be made. I believe that the profit- 
incentive system is basic to our peg e of capitalist democracy. 

Senator Moopy. You will get no dispute from this committee on 
that one, Mr. Waldman, but I. might ask you at that point where you 
feel that it was necessary for this particular steel to pass through— 
after leaving its manufacturing source—one, two, three, four, five, six, 
and you are the sixth, and then go to the seventh hand ? 

Mr. Wautpman. No; I agree that in this case it would seem that 
some of these men did not serve an economic purpose, but I do believe 
that this case is not representative of movements in the general 
industry. 

I will not deny that it occurs, and I feel that some of the people 
here did not perform an economic service; on the other hand, I feel 
that we definitely did. I feel Metal Associates performed a definite 
service, and possibly the person who had the steel originally and had 
no use for it performed a function, by offering it out for resale. 

I maintain that in this paper, as you will come across it, that the 
productive capacity of the country in our total national product has 
been increased so much since 1941 that the old methods of distsibehions 
are not necessarily the correct methods. I also maintain that there are 
people in the industry like myself who having entered the industry 
after World War II were not able to get stee] from their normal sources 
of supply, at least not in the amount that would be necessary to fill 
the requirements of our customers. 

Senator Moopy. Why not? 

Mr. WatpmMan. Because the mill capacity was not great enough to 
take on new accounts. I don’t think that there was any discrimination 
on the part of the mills. I honestly believe that their capacity was 
not great enough for consumption in that period. 

Senator Moopy. In other words, if you had any criticism of the mills 
it was not for their distribution system but for their failure to expand 
more quickly ? 
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Mr. WatpMAN. At that time; yes. I believe that they have expanded 
now. 

Senator Moopy. They are expanding now. 

Mr. WaLpMAN. Yes. 

Senator Moopy. But at that time you felt that they could have ex- 
panded more rapidly and perhaps this situation wouldn’t have de- 
veloped if they had ¢ 

Mr. Watpman. Well, I think so. Of course, I am really not com- 
petent to say, I am too new in the industry. 

Mr. Lone. I don’t follow your argument, Mr. Waldman. You say 
the production capacity of the steel mills at that time was not sufli- 
cient to enable the customers to be supplied through the normal chan- 
nels of distribution, and therefore this system of distribution has 
arisen. 

Mr. Watpman. Yes. 

Mr. Long. How has this system of distribution affected the pro- 
ductive capacity of the mills at all which you give as the strength of 
your argument by the fact that this system of distribution arose ? 

Mr. Watpman. I am sorry if you understood me to say that the 
productive capacity of the mills was the reason for steel not being 
distributed. 

I am saying that steel was distributed by the normal channels and 
then there was a group which I term “redistributors” to take these 
items which are not being used in specific industries and move them 
to other industries that need the steel. Then there is a place in the 
system somewhere for a type of operation that we attempt to carry 
out in our own company, and I believe there are a few others like us. 

Senator Moopy. Mr. Waldman, you mentioned the lack of total 
capacity of the steel plants. If the steel that they were selling was 
being sold to end-users, there wouldn’t be any steel for people per- 
forming the function that you say you perform, would enero tT 

Mr. Watpman. Well, yes, there might very well be because at no 
time is the economy perfectly stable. There will always a manu- 
facturing businesses here and there who are in need of steel and there 
will be others who have more steel than they are using or will have 
drop-offs or things of that sort, which are surplus to their own pro- 
duction. 

My point is this, because frankly I was a little disturbed to see the 
story in the paper the way it came out last night, and see myself as- 
sociated or mentioned as a gray marketeer. I think my ethical stand- 
ings are as high as anyone’s, and I really feel that we are providing 
a service, 

Senator Moopy. Will you tell us what that service is? 

Mr. Watpman. Yes, I will. It is the redistribution of material, 
it is the primary distribution of what little material we do get from 
the mill, and it is the finding of material for plants who need material 
and eall us. 

Let’s take this Daisy Manufacturing case. Mr. Hough, himself, 
admitted that had it not been for our company he probably would 
not have been in business. 

Senator Moony. That is right, he says you were his chief supplier 
of steel and he gave the names of other companies that supply him 
as well. 
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Mr. Watpman. Well, our salesmen work by telephone. They call 
him periodically and when he expresses a need for a specific item of 
steel, we assume he could not purchase it through his so-called normal 
channels, and we in turn attempt to find it for him. 

Senator Moopy. One of the points we are making is that if the 
normal channels were functioning properly, the steel would be avail- 
able to the users inste: a of directly from the plants through the daisy 
chain, or instead of from a person like yourself who calls up and 
says he has the steel. The point is how do you get the steel when 
Hough can’t get it? 

Mr. Watpman. I think I can explain it. There are according to 
the statistical abstract of the United States, and this I quote in my 
paper, 507,100 manufacturing plants in the country, and I think it 
unlikely that any one steel company or any few steel companies would 
not have requirements of all of these companies. It is quite natural 
that they should let us know what their requirements are while at 
the same time it is quite natural that they should not know that the 
Ohio Valley Co. somewhere in Steubenville had that particular item 
of steel. It is our business to seek out the material. It is a service 
we perform. I agree that it is too bad that the situation causes a 
high-priced result. 

lrankly, I would like to see definite dollar-and-cents price controls. 
I agree with you gentlemen on that point. But I do not agree that 
there is anything basically wrong with the eae of steel from 
dealer to dealer if it facilitates the movement of scarce materials in 
the economy. 

Senator Moopy. Mr. Waldman, I can see there is a place for a steel 
broker, a person who would find steel for a small business like Daisy 
Manufacturing Co., which happens to be our example here. There 
are other comp: nies, lots of others in a similar position. But I cannot 
see why there have to be six levels of middlemen’s profit to jump the 
price up. 

Mr. WatpMan. Well, Lagree with you. I say that this is an unfor- 
tunate case but I do not believe it is representative. 

Senator Moopy. Well, now, we have a chart here that shows there 
are many similar cases. 

Mr. Watpman. Pardon me, but I am sure you were looking for 
your point when you chose it. 

Mr. Lona. I agree, but we picked those transactions out and started 
tracing them and those are the ones that we could trace all of the way 
from the mill to the end user. You wae notice that some of them are 
at a very minimum price, 9 cents, 914 cents. They were definitely 
chosen atrandom. This one, the one we are discussing here today, and 
the one on the blackboard here was selected out of the ones we had 
chosen at random. Every one of those show the steel passed through 
at least six hands before it got to the end user 

Senator Moopy. As a matter of fact, your pr ice to the Daisy Manu- 
facturing Co. was by no means a price chosen to make the point. 

Mr. Watpman. I know that. 

Senator Moopy. That was not as high as a great many we could 
have chosen. 

Mr. WatpMan. I realize that. 
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Senator Moopy. We took this as a rather typical example. The 
price was $10.95, and here we have prices running up to $18 and 
higher. 

Mr. WatpMan. I am sure there were higher prices charged depend- 
ing on the need for the material at the time. 

Several months ago $10.95 was a very reasonable price in relation 
to what it was 2 months ago. 

Senator Moopy. That is right. I don’t want the record to imply 
that this was a unique or even a very unusual procedure because here 
are cases shown that were chosen at random and every one of them 
has five levels and some of them six. 

Mr. Waupman. I didn’t want to make that implication. I just 
wanted to say that from my own experience, my Own company’s experi- 
ence, I do not believe that we have frequently been involved selling 
the steel where it has passed through six hands. I will also state for 
the record that 98 percent of our sales go directly to the end user. 

Senator Moopy. They do? 

Mr. WartpMan. Yes. 

Senator Moopy. 98 percent ? 

Mr. WaupMAN. 98 percent. 

Senator Moopy. Now where do you get vour steel ? 

Mr. Watpman. We get about 50 percent of our steel from other 
dealers. We get 5 percent from the mills. We get about 20 percent 
from the foreign market, and I would say we get the balance from 
conversions and from material which we can pick up in manufac 
turers’ plants, drop-offs, and things of that sort. 

Mr. Lona. Who are some of these dealers from which you buy? 

Mr. Watoman. You know of Metal Associates. We have made 
about 12 purchases from that company. 

Mr. Lona. Involving approximately a total of how much steel ? 

Mr. Watpman. I would say about $50,000. We have made pur 
chases from Aldan Sales, K. & G., Interstate, Shelley Steel, all 
which have been mentioned, plus many more. 

Mr. Lone. I assure you every one of those companies that you 
have mentioned has shown up somewhere in the so-called daisy ¢ hain, 
and in every case I know it had been through at least four hands 
before it got to that company. 

Mr. Watpman. I don’t know where we can draw a line and to say 
that economically it is good to go through two or three hands, or four 
or five. I can conceive where a manufacturer might have surplus 
and the logical thing to do would be to offer it to his local warehouse. 

Mr. Lone. Is there any manufacturer that has surplus in the sense 
that he has more steel than there are end users today to take it off 
his hands? 

Mr. Watpman. No, but I don’t think he knows who the end users 
ire, and the logical thing is to call a distributor. 

Mr. Lone. In recent time is there a steel mill that has more steel 
on hand than it can sell? 

Mr. Watpman. No, not a steel mill, but in the last 60 days I have 
received many, many offers of steel from manufacturers who have 
steel in surplus. 

Mr. Lone. Who are some of those? 

Mr. Watpman. I can’t recall them here now but I would be glad 
to submit them for the record. But I have a complete file. When we 
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receive the offers we perform the function that we think we are forced 
to perform. We send out a mailing list and offer it to manufacturing 
plants throughout the country. 

Senator Moopy. Do you have anyone here with you? 

Mr. Waxpman. No. 

Senator Moopy. Are you here alone? 

Mr. WaupMan. Yes, sir. 

Senator Moopy. Would it be possible for you to call up and have 
the list of your steel sources brought down here? 

Mr. Watpman. Mr. Layfer I think could do that. 

Mr. Layfer, would you call my office? You are familiar with my 
office over there, and would you ask Mr. Harris or Mr. Shane to bring 
down the list of surplus offerings. It is in the left-hand corner of 
my desk. 

Senator Moopy. We would like to know, Mr. Waldman. We are 
looking for the picture. 

Mr. Warpman. I understand. 

Mr. Moopy. We would like to know where this surplus steel is, and 
we think that it would be your duty to tell us where the steel is. 

Mr. Watpman. I would be glad to do that. 

Senator Moopy. If you could ask him to get the surplus list, that 
would be fine. 

Mr. Waupman. I think it is in the left-hand corner of my desk. 
I mentioned that there was no one with me because technically Mr. 
Layfer did not come with me. 

Mr. Lone. In reference to the particular transaction that we have 
been tracing here, the 74,780 pounds that Metal Associates received 
from the Martin Co., they in turn, as you know, broke. that down 
into two shipments, and 35,290 pounds of it they sold to your concern, 
You admit that, that that transaction did take place, of course ! 

Mr. WaupMan. Yes. 

Mr. Lone. Now this sale is represented, as I say, by sales invoice 
12599 of the Emergency Steel Service Corp., dated August 27, 1951, 
to the Daisy Manufacturing Co. 

Now was this steel in your warehouse at Skokie ? 

Mr. WaupmMan. No; it was not. This steel was shipped, so far as 
T can tell, from the freight bill, from Weirton, W. Va., to Plymouth, 
Mich. 

Mr. Lone. Actually, it seems to have been shipped from New 
Cumberland, W. Va., according to the testimony of Mr. J. Fried- 
man here this morning. 

Mr. Wautpman. That is possible. 

Mr. Lone. And from there direct to Plymouth, Mich., yet on your 
invoice you charged them freight from La Crosse, Wis., to Plymouth, 
Mich. 

Mr. Watpman. Yes, sir. 

Mr. Lone. Would you like to explain that transaction? It seems 
very unusual. 

Mr. Watpman. It is not uncustomary. It is something that has 
been going on in this country since I think the conception of com- 
mercial business. Many large firms do it. Today we consider the 
freight from the f. 0. b. point as part of our purchase price. 

Mr. Lona. Yes? 
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Mr. WautpMan. We do not pretend that the material originates at 
the f. o. b. point. It serves two purposes: one, it allows us to make 
our customer a 10-percent mark-up over the cost of our material, 
which was done in this case, and, two 

Senator Moopy. Right there, why couldn’t you make it anyway ? 

Mr. WatpMan. We could. The alternative would be to raise the 
$10.95 by whatever the difference is in freight between the two points. 

Senator Moopy. What would be the advantage of calling it freight? 

Mr. WautpMan. There are two advantages. One is that we conceal 
the point of origin which naturally we are interested in doing, since 
we want to service Daisy Manufacturing Co. 

Senator Moopy. Why should you conceal the point of origin? 

Mr. WALDMAN. They might look for future material in that area, 
where that is our business, and we are in business and we want to 
service that account, so we conceal our source of supply. 

Senator Moopy. I see, you don’t want the Daisy Manufacturing Co. 
to take a look at the invoice and go down and buy its own steel 

Mr. WavpmMan. Naturally I would not, as an individual, no. 

Secondly, aside from the point of concealing the item, as I said 
before, it does allow us to make our customary 10 percent. Now were 
we to raise the price of the item, the price to the buyer, we believe 
psychologically that the price being higher his chance of ee the 
steel is greater if he is quoted a lower price, and a more distant f. o. b. 
point—it is just a psychological sales technique. 

Mr. Lona. Is that the same procedure used in your invoice 11019 
dated 4-26-51 It is from Emergency Steel Service to the Daisy 
Manufacturing Co., a charge of $367.53 which was made for freight 
from Dallas, Tex., to Plymouth, Mich. 

Mr. WatpMan. What is the number ? 

Mr. Lona. 11019. 

Mr. Watpman. Well 

Mr. Lona. By the way, you sold that steel to Daisy for 18 cents a 
pound, that was 24 gage. 

Mr. WatpMaAn. I can’t seem to find it. 

Mr. Lona. Here is a copy of your invoice. 

Mr. Watpman. If I can see that, I can identify it. 

May I see the freight bill? 

| believe that this shipment originated in Dallas, Tex., and that 
the steel was purchased from the Midwest Materials Co. in Dallas. 
| am not positive, I believe so, though. 

Mr. Lone. I see. But now going back to the invoice dated August 
7, 1951, that charge from La Crosse to Plymouth, there is one thing 
there you will notice on the bottom of the invoice, there is a charge 
made of $10.90. Mr. Waldman, for “3 percent tax.” 

\s I understand it, that is the 3 percent Federal tax, is that not 
correct ? 

Mr. WatpmMan. In this case it is part of our sales price. 

Mr. Lone. You showed it on your invoice as being a tax that went 
to the Federal Government and yet it was a part of your cost of the 


goods? 





Mr. Watpman. No, I say it is part of our sales price. 
Mr. Lona. Part of your sales price 

Mr. WanpMan. Yes. 

Senator Moopy. Part of your profit ? 
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Mr. WavpMan. Part of our profit, part of the sales tax. 

Senator Moopy. What you have done here is to bill as a Federal tax 
something that was not a Federal tax, is that right ¢ 

Mr. Warpman. That is true. I don’t think there are any legal 
implications, at least my lawyer so advised me. 

Mr. Lona. It seems strange to me that you would even touch it at 
such a minimum fee, $10.90. 

Mr. Watpman. I didn’t do it for the purpose of making the $10.90, 
it was just coincidental to billing the freight as part of our sales 
price. 

Senator Moopy. Do I understand it that you were charging this 
freight from LaCrosse to Plymouth and in order to charge that 
freight you had to add the 3 percent tax to the freight ? 

Mr. WatpmMan. It would appear so. 

Senator Moopy. To make it more convincing ? 

Mr. Waupman. Yes, probably. 

Senator Moony. Were you trying to convince Mr. Hough that the 
material came from LaCrosse ? 

Mr. WaupmMan. I don’t think Mr. Hough ever gets to see the actual 
invoices. 

Senator Moopy. Well, Mr. Hough’s the purchasing agent. 

Are you trying to convince the Daisy Manufacturing Co. that this 
came from LaCrosse / 

Mr. WatpmMan. Technically, yes. 

Senator Moopy. Couldn't they tell from their own bill of lading 
that the steel came from West Virginia? 

Mr. Wautpman. I suppose they could, but I don’t think the item 
was important enough for them to look into it. I don’t think that it 
made that much difference to them, the difference in the freight be- 
tween Weirton and Plymouth and LaCrosse and Plymouth, it was not 
that great in respect to the price of the steel. 

1 further believe that if they felt that the cost of the steel plus the 
freight was higher than any other price that they could buy the 
material at, they certainly would not have purchased it from us, they 
would have bought it at the least possible price. 

Senator Moopy. Well, aside from your particular function in this, 
which you have attempted to justify, do you feel it is a good economic 
practice for the company at this time when an effort is being made to 
check inflation to keep the prices to consumers down? Do you think 
it isa good thing for apelin economically, Mr. Waldman, to have 
these six profits pyramided, where the price to the end user obviously 
would be substantially lower if he were able to get. his steel direct from 
the mill, steel which some mill refused to sell him ? 

Mr. Warpman. I believe there are two points to consider. One 
is the question of price, and the effect of inflation on the national 
economy. The other is the need for the scarce material, and the 
ability for the plant to stay open, or perhaps even fill defense orders. 
I believe that there is a function balan performed by distributors, if 
they facilitate the movement of scarce materials. I agree that it is 
unfortunate that it went through six hands, and it is not for the good 
of the econonty to raise the price that much. 

However, I honestly feel that the correct method of attacking the 
problem is not to prohibit the movement from dealer to dealer, be- 
eause I think that is good. I believe the thing to do is to put a 
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dollars-and-cents ceiling on the thing, and if this same thing operates 
it will operate at a much lower level. 

Senator Moopy. If the steel had a dollars-and-cents ceiling on it, 
how could it move from dealer to dealer, legally ¢ 

Mr. WatpMan. They could work on smaller mark-ups, either do 
that or go out of business, and those that would remain would prob- 
ably perform the same function, just as we did in 1949 when there was 
_ general recession, we kept on, and I think we did a good job. 

Mr. Lone. Referring again to the particular shipment of 35,290 
pounds to the Daisy Co., did you pay the actual freight costs of trans- 
porting that to Daisy ¢ 

Mr. WautpmMan. Yes, we did. 

Mr. Lone. And you did pay the required 3 percent Federal tax on 
that ¢ 

Mr. WatpmMan. Yes, sir. 

Senator Moopy. How much steel did you handle in 1950, Mr. 
Waldman 4 

Mr. WautpmMan. In 19504 

senator Moopy. Yes. 

Mr. WatpmMan. Oh, I would say about $5 or $6 million. 

Senator Moopy. How much have you handled thus far in 1951? 

Mr. WatpMAN. My estimate would be between 36 and $7 million. 

Senator Moopy. What percentage of that steel did you get from 
dealers? What percentage of it did vou get from plants that had it 
on hand and wanted to get rid of it ¢ 

Mr. WatpMan. I think I mentioned that. I used rough figures, I 
helhieve about 50 percent from dealers: lL would Say o percent from 
gnills: about BO pereent from the foreign market: and the balance 
vould have to be broken up between conversions and surplus from 
plants, drop offs, and things of that sort. 

Mr. Lone. Going back into your background in this business, Mr. 
Waldman, you say you and Mr. Harris started in business in 1946 4 

Mr. WatpMan. I started in 1946 as an individual proprietorship ; 

Mr. Harris joined me about a year and a half after that. 
Mr. Lona. What had you been doing before that time, Mr. Wald- 
ian. 
Mr. WatpMan. I was in the Army, and upon my discharge from 
the Army | applied for my old position which I held with a local 
piil-order firm. I had been going to Northwestern University, and 
Working parttime, and through the suggestion of the vice president 
ofthe firm I investigated the possibilities ot buying surplus materials 
from the Government. I found that steel was an item which was in 
demand, and an item which too many of the veterans did not know 
Dich about. 1 studied the markets, as best I could, and started to 
place orders with the Federal Government. That is how I started 
mm business. 

Mr. Lone. What would you say, generally speaking, was your capi- 
tal at the time you started in business in 1946 4 

Mr. WanpMan. Oh, I would say it was very low. I probably had 
about $1,300 of my own, and a few thousand dollars of borrowed 
Boney. 

Mr. Lone. That would be approximately—— 

Mr. Watpman. About $5,000. 


ITS) 52 8 


oo 





108 STEEL GRAY MARKET 


Mr. WatpMan. Part of our profit, part of the sales tax. 

Senator Moopy. What you have done here is to bill as a Federal tax 
something that was not a Federal tax, is that right ¢ 

Mr. WarpMan. That is true. I don’t think there are any legal 
implications, at least my lawyer so advised me. 

Mr. Lona. It seems strange to me that you would even touch it at 
such a minimum fee, $10.90. 

Mr. Waupman. I didn’t do it for the purpose of making the $10.90, 
it was just coincidental to billing the freight as part of our sales 
price. 

Senator Moopy. Do I understand it that you were charging this 
freight from LaCrosse to Plymouth and in order to charge that 
freight you had to add the 3 percent tax to the freight? 

Mr. Wayman. It would appear so. 

Senator Moopy. To make it more convincing ? 

Mr. WautpmMan. Yes, probably. 

Senator Moopy. Were you trying to convince Mr. Hough that the 
material came from LaCrosse ¢ 

Mr. WaupmMan. I don’t think Mr. Hough ever gets to see the actual 
Invoices. 

Senator Moopy. Well. Mr. Hough’s the purchasing agent. 

Are you trying to convince the Daisy Manufacturing Co. that this 
came from LaCrosse? 

Mr. Watpman. Technically, yes. 

Senator Moony. Couldn't they tell from their own bill of lading 
that the steel came from West Virginia ? 

Mr. Watpman. I suppose they could, but I don’t think the item 
was important enough for them to look into it. I don’t think that it 
made that much difference to them, the difference in the freight be- 
tween Weirton and Plymouth and LaCrosse and Plymouth, it was not 
that great In respect to the price of the steel. 

I further believe that if they felt that the cost of the steel plus the 
freight was higher than any other price that they could buy the 
material at, they certainly would not have purchased it from us, they 
would have bought it at the leas st possible price. 

Senator Moony. Well, aside from your particular function in this, 
which you have attempted to justify, do you feel it is a good economic 
practice for the company at this time when an effort is being made to 
check inflation to keep the prices to consumers down? Do you think 
it is a good thing for the « cama economically, Mr. Waldman, to have 
these six profits pyramided, where the price to the end user obviously 
would be substantially lower if he were able to get: his steel direct from 
the mill, steel which some mill refused to sell him ? 

Mr. Waupman. I believe there are two points to consider. One 
is the question of price, and the effect of inflation on the national 
economy. The other is the need for the scarce material, and the 
ability for the plant to stay open, or perhaps even fill defense orders. 
I believe that there is a function we ing performed by distributors, if 
they facilitate the movement of scarce materials. I agree that it is 
unfortunate that it went through six hands, and it is not for the good 
of the econonfy to raise the price that much. 

However, I honestly feel that the correct method of attacking the 
problem is not to prohibit the movement from dealer to dealer, be- 
cause I think that is good. I believe the thing to do is to put a 
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dollars-and-cents ceiling on the thing, and if this same thing operates 
it will operate at a much lower level. 

Senator Moopy. If the steel had a dollars-and-cents ceiling on it, 
how could it move from dealer to dealer, legally ¢ 

Mr. WatpMan. They could work on smaller mark-ups, either do 
that or go out of business, and those that would remain would prob- 
ably per ‘form the same function, just as we did in 1949 when there was 
| general recession, we kept on, and I think we did a good job. 

Mr. Lone. Referring again to the particular shipment of 
pounds to the Daisy Co., did you pay the actual freight costs of trans- 
porting that to Daisy ¢ 

Mr. WatpMAN. Yes, we did. 

Mr. Lone. And you did pay the required 3 percent Federal tax on 
that ¢ 

Mr. WatpMan. Yes, sir. 

Senator Moopy. How much steel did you handle in 1950, Mr. 
Waldman ¢ 

Mr. Waupman. In 19504 

Senator Moopy. Yes. 

Mr. Watpman. Oh, 1 would say about $5 or 86 million. 

Senator Moopy. How much have you handled thus far im 1951? 

Mr. WatpMAN. My estimate would be between 36 and $7 million. 

Senator Moopy. What percentage of that steel did you get from 
dealers? What percentage of it did you get from plants that had it 
on hand and wanted to get rid of it ¢ 

Mr. Watpman. I think I mentioned that. I used rough figures, I 
believe about 50 percent from dealers; I would say 5 percent from 
mills; about 20 percent from the foreign market; and the balance 
would have to be broken up between conversions and surplus from 
plants, drop-offs, and things of that sort. 

Mr. Lone. Going back into your background in this business, Mr. 
Waldman, you say you and Mr. Harris started in business in 1946 4 

Mr. Warpman. I started in 1946 as an individual proprietorship ; 
Mr. Harris joined me about a year and a half after that. 

Mr. Lona. What had you been doing before that time, Mr. Wald- 
bean. 

ate. WatpMAn. I was in the Army, and upon my discharge from 

Army I applied for my old position which I held with a local 

ail order firm. Thad been going to Northwestern University, and 
working parttime, and through the suggestion of the vice president 
of the firm I investigated the possibilities of buying surplus materials 
from the Government. I found that steel was an item which was in 
demand, and an item which too many of the veterans did not know 
much about. I studied the markets, as best I could, and started to 
place orders with the Federal Government. That is how I started 
n business. 

Mr. Lone. What would you say, generally speaking, was your capi- 
tal at the time you started in business in 19464 

Mr. Watpman. Oh, I would say it was very low. I probably had 
ibout $1,300 of my own, and a few thousand dollars of borrowed 
Money. 

Mr. Lone. That would be approximately—— 

Mr. Watpman. About $5,000. 


Do 200 
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Mr. Lone (continuing). Let’s say at the outside — 000 when you 
started in business in the year 1946 

Mr. Watpman. That is right. 

Mr. Lone. And you built that $5,000 in 1946, or in a 4-year eed 
of time, to where you did $5 million worth of business in the calendar 
year 1950? 

Mr. WatpMan. Well, it does not sound as large as that if you con- 
sider the fact that steel is a commodity that runs into a lot of money, 
and that $5 million in sales does not necessarily mean an exorbitant 
amount in profits. I think our net probably runs about 4 or 5 percent. 
We have a large selling organization; we have warehouse personnel ; 
we have terrifice accounts receivable, and our expenses—our phone 
bill alone runs about $4,000 a month. It is a large business. 

So when you speak of 5 millions of dollars worth of sales it does 
not mean a lot of profit is made, although, frankly, 1 am very happy 
with what we have done. 

Mr. Lona. I should think you would be. Most of that, or nearly 
all of that business since that time you started has been in handling 
what I described here as gray-market steel, or what might be called 
premium steel ¢ 

Mr. WautpMan. I think that is a better term. 

Mr. Lone. Yes. 

Mr. Watpman. I agree about 50 percent of it has been, possibly 
more, if you want to put it in terms of price, because the foreign stee] 
comes in at a high price, and conversion steel is high, 

Senator Moopy. I think the distinction between black-market stee| 
and gray-market steel is that the usual definition of the term is that 
black-market steel involves violation of the law, and gray-market 
steel is simply steel that is marked up, as this was marked up, over a 
series of handlings, without any violation of the law. 

Mr. Waxtpman. Well, by implication I would assume you mea 
then, that there is some amoral deed being transacted if steel is sold 
at a profit, and I would not agree with that. 

Senator Moopy. I do not think that it is economically sound to 
move steel through the hands of six different people between the plant 
and the end user at a time when every effort is being made that car 
be made to hold prices down to prevent inflation, and when small 
business men in some cases are being driven to the wall because they 

cannot get their material at a price where they can process it an 
stay in business. 

I am not speaking of your own morals. I am simply saying that 
as a general thing this practice which has grown up is uneconomic, 
and I believe reprehensible as a unit. 

Mr. Watpman. Well, I think that is a strong term. But I wil 
agree that I do not like to see steel going through six hands, either. 
But as I mentioned before, I still am of the belief that this is not ne 
essarily a representative transaction, Further, I believe that tli 
whole situation could very well be corrected by price ceilings, dollars 
and-cents price ceilings. 

Mr. Lone. Perhaps it is not amoral, but it is certainly not a bus 
ness practice that the Better Business Bureau would agree to, to 
charge phantom freight in the amount of $363, and an additiona! 
$10.90 listed on an invoice as a Federal tax, when the Federal tax 
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actually was not paid. I am not saying it is amoral, but I certainly 
think it is a doubtful business practice. 

Mr. Watpman. I think if you will investigate it, sir, you will find 
there are literally hundreds of firms throughout the country, includ- 
ing some of the largest and most reputable, who make a practice of 
including their f. o. “b. freight in the cost of goods they sell. 

Mr. Lone. Agreed. But generally speaking, that freight, most of 
the time at least, the transportation of the goods actually takes place. 
Here it did not at all. 

Mr. WatpMaAn. I would not agree with that. As a matter of fact, 
f you check the OPS regulations, they specifically provide for a 
situation like this, so they must recognize it. 

They say that you cannot exc eed your ceiling price, including 
freight, so they ee that this is a common practice. 

Senator Moony. I do not say you cannot exceed your ceiling price— 
it does not say you cannot exceed your ceiling price, including phan- 
tom freight, though. 

Mr. WatoMan. Well, possibly so. 

Mr. Lone. What is your ceiling price for steel of the type you 
sold for $10.50? 

Mr. WautpMAN. $20.75 a hundredweight. 

Mr. Lone. You have complied with the OPS regulations and you 
have your pricing chart ? 

Mr. Wartpman. I have. 

Senator Moopy. That is your ceiling. The ceiling of some other 
dealer, of course, might be entirely different under the present regu- 
lation ¢ 

Mr. Watpman. Oh, yes. Asa matter of fact, from the proceedings 
here today, I can see that our purchasing organization is not so good. 
We do much better at selling. We happen to be on the tail-end of 
this thing, and it is unfortunate that the thing is that we could not 
secure the material for the Daisy Co. at a lower price. 

I would like to call your attention to the fact that the profit we 
made was 10 percent gross. 

Mr. Lone. Would you say that is generally true of all of yours? 

Mr. WatpMANn. That is absolutely true. That is the thing that we 
shoot for, as the basis of our entire business. ‘That is one of the rea- 
<ons Why we are successful in business and were in the recession of 
1949, because we were marking our steel up 10 percent, while the 
so-called established warehouses were charging the so-called normal 

varehouse price, which includes a mark-up ‘of from 40 to 60 percent. 

Senator Moopy. What can you tell us about the present availability 
of steel ¢ 

Mr. Watpman. Well, it is available in somewhat of an abundance 
it the moment. The steel which formerly sold as high as $20.75 a 
hundredweight is now moving at around 8 cents a pound, which is 
pretty close to the established warehouse price. It seems to me that 
since the initiation of the CMP, causing manufacturers to cut back, 
the demand has dropped off greatly. 

To be specific, we have some items in our stock today which we 

in sell below the mill price and have no takers for it. 

Senator Moopy. What items are those? Can you give us a few 
examples ¢ 
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Mr. Wautpman. We purchased a carload of coils which are normally 

demand. <A carload of hot-rolled prime coils. They are full- 
sized coils, they are prime in every respect, and we have been asking 
$4.60 a hundredweight for them, and have no takers, and we have 
advertised the item quite generally. 

Now, I do not want you to think that this particular item is repre- 
sentative, either. It is not. But the market has dropped off con- 
siderably, and there are a good many people in the business, not in- 
cluding ourselves, who stocked up with steel at very high prices and 
who are now taking quite a beating. 

So this business has its other side to it also. 

Senator Moopy. It was testified this morning that a considerable 
amount of steel is now flowing in the market, is that true ? 

Mr. WautpMAN. Yes. 

Senator Moopy. To what do you attribute that ? 

Mr. WavpMan. I attribute it to the fact that the CMP program 
has curtailed the purchasing of steel by many manufacturing plants, 
people who formerly consumed the steel. 

Senator Moopy. Do you think the fact that it has been reported 
that the OPS is considering a os price, and that as chairman of 
this committee I have urged it, may have induced some people who 
were holding steel off the sail for high prices to sell it before the 
OPS regulations were put in effect / 

Mr. Wautpman. Generally I think that is very true. As a matter 
of fact, at the last association meeting of our Association of Steel 
Distributors, the possibility of price controls was mentioned, and I 
think most people in the business are expecting price control, even 
though the market has declined at this point, and I firmly believe 
that controls would be a good thing, because I think in the first quarter 
things will reverse themselves again, and we may again hit a high- 
priced market. 

Senator Moopy. It is your feeling that while there is a lot of steel 
in the market at the moment, partly because of the immediate effect of 
the initial jolt of the cut-back, and partly because perhaps of people 
dumping their steel before the ceiling goes on, if it is put on, never 
theless you do feel in the first quarter of 1952 there is again going to 
be a short market, is that correct ? 

Mr. WautpMan. I personally believe that, although it is contrary to 
the belief of most of the heads of the mills, who maintain that produc- 
tion will be caught up with in the early part of 1952 

Senator Moopy. I assume you know, Mr. Waldman, there is a dis- 
tinct difference between the viewpoint as quoted, from some of the 
heads of the mills and the viewpoint of Manly Fleischmann, whose 
duty it is in broad terms to schedule and allocate this steel. 

Mr. Watpman. Yes. 

Senator Moony. I might say that the industry at a previous time, at 
various previous times, has underestmiated the capacity of the coun- 
try to consume steel. 

Mr. WatpMan. I am in complete agreement. That is why I have 
purchased steel from dealers, rather than buying as much as I need 
from the mill. 

Senator Moopy. I was just going to ask you on that point. Why is 
it that if these people in the mill think there is going to be a surplus 
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of steel, why shouldn’t they sell you all you require, if you go to the 
mills? 

Mr. WatpMan. They apparently feel that the time has not come yet. 
They are speaking about the future. 

Senator Moopy. I see. 

Mr. Lone. Are you familiar with the NPA regultions governing the 
use of steel? 

Mr. Watpman. Yes, sir. 

Mr. LONG. Are you required to vet CMP allocat lions from people you 
sell steel to? 

Mr. WatpMan. No. 

Mr. Lone. What if they are end users? 

Mr. Watpman. Ninety-eight percent of our sales are to end users. 
The CMP program as yet does not cover distribution by steel ware- 
houses. I am quoting Mr. Hudson, head of the Iron and Steel Divi- 
sion of the Warehouse Section of the National Production Authori ity. 

Mr. Lona. Didn't the regultion require the end user who buys from 
you to certify it is within his allocation ¢ 

Mr. Watpman. That has been the case since November 1. Prior 
to that time it was not. Prior to November 1 any manufacturer who 
was not under the CMP program could buy without CMP, but if he 
was part of the CMP program he had to give out CMP certificates. 

Mr. Lone. You are requiring that now ? 

Mr. Warpman. I am not personally requiring it, because it is not 
my job to police these fellows ? 

Mr. Lone. I agree with you that the regulations do not impose that 
responsibility on you. 

Mr. Watpman. That is right. We try to get CMP—I keep a file in 
the office of all the CMP’s I get. Fora while I believed that we would 
be able to pass those CMP’s back to the mill, and we would have our 
warehouse stock replenished, but unfortunately the powers that be 
think that the M—6 program gives us all the allotment we need. 

Senator Moopy. You sent a few moments ago for that list of plants. 
Has the gentleman returned ? 

Mr. WautpMan. Pardon me, sir, after I leave I will phone myself 
and see that they get the correct papers—after I leave the witness 
stand, I mean. 

Senator Moopy. Will you remain available and come back on the 
stand in, say, a half hour # 

Mr. Watpman. Yes, I can be here all afternoon. I will step out of 
the room to call the office. 

Senator Moopy. We will call the next witness. If you will get that 
list and bring it back in here, we will put you back on the stand. 

Mr. Warpman. O. K. (Continued on p. 135.) 

Senator Moopy. Thank you. 

(Witness temporarily excused. ) 

Senator Moopy. Mr. Milton Karn. 

Mr. Karn. Yes, sir. 

Senator Moopy. Do you swear that the testimony you give shall be 
the truth, the whole truth, and nothing but the truth, so help you God ? 

Mr. Karn. I do. 

Senator Moopy. Very well. Will you take the witness chair, 
please ? 
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TESTIMONY OF MILTON KARN, REPRESENTING THE K & G STEEL 
SALES CO. 


Senator Moopy. Will you state your name and address, Mr. Karn, 
please ? 

Mr. Karn. Milton Karn, 4341 Flournoy Street, Chicago, Ill. 

Senator Moopy. What is your business ¢ 

Mr. Karn. Selling steel. Buying and selling steel. K & G Stee! 
Sales. 

Senator Moony. K & G Steel Sales? 

Mr. Karn. Yes. 

Senator Moopy. How much steel have you handled in the yea: 
1950? 

Mr. Karn. Well, so far as the bulk weight is concerned, I cannot 
tell you offhand, but dollarwise, I would say about $950,000. 

Senator Moony. Nearly a million dollars ¢ 

Mr. Karn. That is right. 

Senator Moopy. How about 1951? 

Mr. Karn. Up to this point, oh, probably $450,000 or $500,000. 

Senator Moopy. I see. Where do you get your steel, Mr. Karn ? 

Mr. Karn. Dealers and other distributors, and warehouses. 

Senator Moopy. And to whom do you sell, chiefly ? 

Mr. Karn. Well, we sell to other dealers, other warehouses, and 
some end users. 

Senator Moopy. What percentage of end users? 

Mr. Karn. Well, I would say about 25 percent, probably 20 or 
percent. 

Senator Moony. In other words, you buy it from brokers and sell 
to brokers, chiefly; is that right? 

Mr. Karn. Well, yes. We buy from dealers. I don’t know if ther 
is a distinction between a dealer and a broker. <A dealer is one wh 
pays for the material, and a broker is one who buys material and 
makes a commission. 

Senator Moony. Yes, I see. 

Mr. Lone. Would you consider the example we have up here repre 
sentative of the general situation in steel, since you buy from and 
sell to brokers? 

Mr. Karn. Offhand, I would not. However, we have no way 
knowing how many hands it passes through before it reaches us. We 
buy it from somebody who offers it to us, and we have no idea of what 
the previous transactions were. 

Mr. Lone. Have you tried to find out where your source of supp!) 
secured their steel so that you could in turn buy from their source o! 
supply and cut one link out ? 

Mr. Karn. No, sir. 

Mr. Lone. That is unethical ? 

Mr. Karn. That is unethical; and we do not do it. 

Mr. Lone. Generally do you take title to the steel before you ™ 
sell it ? 

Mr. Karn. Quite often, yes. Most of the time we pay for it before 
we even get paid for it. 

Senator Moopy. Do you have a warehouse for it ? 

Mr. Karn. We do not have our own warehouse. We use public 
space, or else if we buy it in other cities we might tell our source of 
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supply to let the steel lay in his warehouse until we give him instruc- 
tions on it. 

Senator Moopy. You said a minute ago that you sometimes paid 
for it even before you were paid for it yourself? 

Mr. Karn. I mean, we pay for the items sometimes before our 
customer pay us. 

Senator Moopy. But ordinarily your customer pays you first ? 

Mr. Karn. No, sir. In most cases we pay 2 or 3 days after we 
buy it. 

Senator Moopy. How long do you usually hold this material ? 

Mr. Karn. Not too long. Every so often for 2, 3, or 4 weeks, but 
for the most part we sell it very fast. 

Senator Moopy. Ordinarily you do not buy it until you have a mar- 
ket; 1s that correct ? 

Mr. Karn. Yes, sir, until we feel that we can sell it, yes, sir. 

Senator Moopy. You ordinarily, as a usual pr: actice, go out and 
find somebody who wants steel and then you buy some to fill the 
order ¢ 

Mr. Karn. We call up and get the requirements from certain peo- 
ple, and we try to secure their requirements. 

Senator Moopy. Is one reason why the price is high the fact that 
you are operating in a seller’s market. The buyer is looking for steel 
rather than the seller looking to sell steel ? 

Mr. Karn. Probably so. It is more of a buyer’s market now. Or- 
dinarily you get requirements, and you go out and see if you can 
fill those requirements. 

Mr. Lona. In reference to the particular transaction that we have 
been tracing here, the 39,490 pounds—I understand you purchased 
from Metal Associates in Cleveland; is that right? 

Mr. Karn. That is correct. 

Mr. Lone. And you paid $10.50 a hundredweight for that steel ¢ 

Mr. Karn. No, we paid $11. 10. 

Mr. Lona. I am sorry. I was looking at the wrong place on my 
chart. You paid $11.10 for that? 

Mr. Karn. That is right. 

Mr. Lone. You in turn sold that to the Aldan Steel Co., of Chicago 
for $11.95 a hundredweight ¢ 

Mr. Karn. That is right. 

Mr. Lone. Would you consider the mark-up that you placed on 
that particular transaction representative of those placed by your 
concern, generally speaking ? 

Mr. Karn. Yes, we operate on a gross profit of around 8 or 9 per- 
cent, 

Senator Moopy. Did vou handle this steel at all? 

Mr. Karn. No, sir. You mean by bringing it in? 

Senator Moony. Yes. 

Mr. Karn. No, we did not bring it in, we reconsigned it in Cleve- 
land or Steubenville to our customer. 

Mr. Lone. Do you know actually where it was, where that steel ac- 
tually was located ? 

Mr. Karn. No. 

Mr. Lone. I have been trying to physically follow the steel as dis- 
tinguished from following the paper. 
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Mr. Karn. When we bought it, naturally we feel it is in Steuben 
ville. We were quoted at Steubenville, and we assume it is in the 
warehouse there. 

Senator Moopy. Well, Mr. Karn, the steel is still in Steubenville, vet 

t has since passed through all these hands at a profit, and in sony 
cases a substantial profit, in each case. It has been bought and sol 
by the M. & E. Co., of New Cumberland, Mr. Forman in Pittsburg! 
the Martin Co. in Cleveland, Ohio, and then Metal Associates, whic! 
is the firm from which you bought the steel, is that correct 

Mr. Karn. That is correct. 

Senator Moopy. But here are five, including your company, fi 
levels of this daisy chain that never even saw the steel, never handl 
it, and did not have it in any warehouse among those five, is that co1 
rect ¢ 

Mr. Karn. I assume that the steel was in the warehouse in Steube: 
ville, that the steel was actually there. 

Senator Moopy. Now, you sold it to the Aldan Steel Co. / 

Mr. Karn. Yes. 

Senator Moopy. Did you deliver it to the Aldan Steel Co. 

Mr. Karn. We consigned it to them in Steubenville. 

Senator Moopy. You reconsigned it to them ? 

Mr. Karn. That is right. We found out the trucking company 
they used. We called the trucking company and said, “We have re 
consigned the load to Aldan and they will give you shipping i1 
structions. 

Senator Moopy. Will vou tell us some of the plants from whic! 
you have received surplus steel ? 

Mr. Karn. Well, I have not received any from plants, actually: 
1s mostly from dealers and warehouses—not plants. 

Senator Moopy. Mr. Karn, when you had an urgent order for stee! 
did you have any real trouble in getting the steel? You usually ca 
get it, can’t vou 4 

Mr. Karn. No, sir; not all the time. Out of all the inquiries y: 
ret, or we get, we probably come up with 1 percent of the inquiries 
that come in. 

Senator Moony. You get orders on less than 1 percent of the in- 
quiries ¢ 

Mr. Karn. That is right. There are a lot of inquiries that com 
in where you cannot place your hands on steel right away. You mak 
calls and sometimes Ey the time you locate the steel, and you call wy 
the party who meoded it, maybe he has already bought it, or they 
filled it elsewhere, but there is a lot of steel offered and we fill just : 
small part of it, that is correct. 

Mr. Lone. With reference again to this 39,000 pounds, did you have 
an order for that particular amount of steel from the Aldan Steel Co 
before you purchased it ? 

Mr. Karn. No. 

Mr. Lone. From Metal Associates ? 

Mr. Karn. No, sir. 

Mr. Lone. You did not? 

Mr. Karn. That was one of their requirements. They had a re- 
quirement and we went out to see if we could purchase it to fill their 
requirement. 

Senator Moopy. Then you did have an order for it ? 
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Mr. Karn. No, sir. We had a request to see whether we could 
obtain that type of material, so we made a few calls, and when we 
come up with the type of material we called Aldan and said, “We can 
procure this material, if you can use it we will procure it and sell it 
to you.” 

Mr. Lone. And they said, “Yes,” and then you went ahead and 
bought it? 

Mr. Karn. They give us an order for it. They called back. 

Mr. Lone. Then the answer to my question was “Yes,” rather than 
“No”? 

Mr. Karn. I did not have a particular order from Aldan. I did 
not have a definite order. It was simply a requirement that they 
might be able to use it. 

Senator Moopy. But you did know, however, when you found that 
steel, that if you were going to buy that steel you had a market for it, 
because if you did not have a market you would not have bought the 
steel, isn’t that right ? 

Mr. Karn. Naturally we bought the steel because we had a chance 
to sell it. We did not contact Aldan alone. We probably called a 
half dozen dealers, saying we could get the particular item. 

Senator Moony. I thought you said Aldan wanted this much steel, 
and you found it for Aldan. 

Mr. Karn. They were one of the people who had requirements with 
us sometime before, so they were one of the people called when we 
got a line on the material. 

Out of all the people we quoted it to, Aldan was one that could use it. 

Mr. Lone. Well, I won't pursue the point any further, but I do not 
see the distinction between the two. 

Are you familiar with the NPA regulations on controlled materials ? 

Mr. Karn. Toa certain extent: yes, sir. 

Mr. Lone. Do you in turn require CMP orders before you sell steel ? 

Mr. Karn. No, sir. When we sell to the dealer; no, sir. 

Mr. Lone. How about if you sell it to the end user? 

Mr. Karn. If we sell it to the end user, but we have not sold any to 
end users since November 1, and naturally we feel if an end user has 
been allocated a certain amount he would not buy it unless he could 
furnish you with a CMP order. 

Mr. Lone. Do you require that certificate ? 

Mr. Karn. No, sir. 

Mr. Lona. You do not? 

Mr. Karn. No, sir. 

Mr. Lone. And nobody requires one of you when you buy from an- 
other dealer ? 

Mr. Karn. No, sir. 

Mr. Lone. They have not asked you for a certificate that you have 
been allotted that much ? 

Mr. Karn. No. 

Senator Moopy. So as a matter of fact you very rarely sell to an 
end user, but what you do is find some other dealer who has some steel 
and sell it to some other dealer? 

Mr. Karn. Most of our business is with other dealers and distribu- 
tors; yes, sir. 

Senator Moopy. Thank you, Mr. Karn. 

Mr. Karn; Thank you. 
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Senator Moopy. We will call Mr. Daniel D. Isaacson. 

Will you raise your right hand, please? Do you swear that the 
testimony you give sh: mT be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Isaacson. I do. 


TESTIMONY OF DANIEL D. ISAACSON, REPRESENTING 
ALDAN STEEL CO. 


Senator Moopy. Will you state yo name and address ? 

Mr. Isaacson. Daniel D. Isaacson, 4554 Broadway, Chicago, I. 

Senator Moopy. What is your business? 

Mr. Isaacson. Steel distributor. 

Senator Moopy. Steel distributor ¢ 

Mr. Isaacson. Yes, sir. 

Senator Moopy. Do you have any other business ? 

Mr. Isaacson. No, sir. 

Senator Moopy. Do you process steel, the steel that you handle? 

Mr. Isaacson. At times we do. At times we shear the steel and 
pickle and oil it, and sort the gages. We buy mixed gages. 

Senator Moony. In your own plant ? 

Mr. Isaacson. No; we rent warehouse space on a tonnage basis. 

Senator Moopy. You rent warehouse space and you apparently as- 

sign the job to someone else to do the pickling, and so forth? 

Mr. Isaacson. Yes, sir; on the pickling we ‘do. 

Senator Moopy. How much business did Aldan Steel Co. do in 
1951—or in 1950, first ? 

Mr. Isaacson. In 1951 I don’t know the exact figure, but I would 
say it is approximately $3 million. 

Senator Moopy. How much did you do in 1950? 

Mr. Isaacson. In 1950, with Harson Steel Co.—Aldan is an out- 
growth of Harson Steel—I think Harson Steel did approximately, 
I would say, $12,000,000. 

Senator Moopy. Twelve million dollars? 

Mr. Isaacson. Yes. 

Senator Moopy. Apparently the conditions were more acute in 1950 
than in 1951; is that correct ! 

Mr. Isaacson. Yes, sir. 

Senator Moopy. Why was that? 

Mr. Isaacson. There was a great abundance of steel, or a greater 
abundance of steel now, in 1951 than in 1950. The demand is not 
there, I believe that is part of it. 

Senator Moopy. The demand is not there? 

Mr. Isaacson. The demand is not there since the CMP allocations 
went into effect. 

Senator Moony. Will you tell us why? 

Mr. Isaacson. Civilian production has been curtailed to where they 
are allowed to order a certain percentage of the steel that they have 
used during a certain base period. Consequently, after they get 
through using the CMP certificates they are not in the market for 
steel. 

I believe another factor is the fact that the mills have produced 
faster. 
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Senator Moopy. You are conscious of the fact, however, that there 
ire many factories and industrial plants in the country that are lay- 
ing men ‘off for lack of steel ? 

Mr. Isaacson. I don’t know that situation. I know that it did exist 
not too long ago. 

Senator Moopy. It exists today partly because of cutbacks only. 

Mr. Isaacson. Probably. 

Senator Moopy. Mr. Isaacson, you have heard the testimony on 
this transaction of steel as it moved through these various dea ls to 
he K. & G., 39,490 pounds? 

Mr. Isaacson. Yes. 

Senator Moopy. Did you buy it or the Aldan Steel Co.? 

Mr. Isaacson. I didn’t buy it personally, but Aldan Steel did b LY 


Senator Moopy. How much did you buy? 

Mr. Isaacson. We paid K. & G. Sales Co. $11.95 per hundred. 

Senator Moopy. To whom did you sell it? 

Mr. Isaacson. To Chevrolet, Indianapolis. 

Senator Moopy. How much? 

Mr. Isaacson. At 15.45 per hundred. 

Senator Moovy. What kind of steel was this? 

Mr. Isaacson. It was prime, 20 gage, cold rolled; I believe it was 
i deep-drawing qu: ility steel. 

Senator Moopy. Did you have physical possession, or did the Aldan 
ever have physical possession of that steel ? 

Mr. Isaacson. On this particular deal I don’t think we ever took 
physical possession of it. I think K. & G. Sales Co. reconsigned it 
ind we had the freight lines pick it up at some point. 

Senator Moovy. Steubenville? 

Mr. Isaacson. Steubenville and had them deliver it to Indianapolis, 
Chevrolet. 

Senator Moopy. What is made in this Chevrolet plant; is it a parts 
or assembly plant? 

Mr. Isaacson. I believe that is the body plant. It was used for 
the side door of the panel; consequently it must have been used in 
the body of the Chevrolet. 

Senator Moony. So that even a purchaser as large and influential 
as the General Motors Corp. has had to go to get some of its steel 
to a dealer that was offering the steel at a price of 15.45 per hundred 
when the steel originally moved out of the mill at 5.20 to 5.80 a 
hundred ? 

Mr. Isaacson. Yes. 

Senator Moony. That is an increase of three times. 

Mr. Isaacson. That is true. We have received in the past quite 
a few urgent calls to locate steel similar to this particular lot. 

Senator Moopy. From whom ? 

_ Mr. Isaacson. From purchasing agents where they tell us: We 
ither get them the steel or we will have to close down our production 
l; he, 

Senator Moopy. Who have been some of those people who have 
called you? 

Mr. Isaacson. Various outfits, Wagner Electric Co., Chevrolet, and 
several other outfits where they put a special rush on the procurement 

the material they require. 
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Senator Moopy. Can you give us a list of some of your customers to 
whom you have supplied steel ? 

Mr. Isaacson. Sure: Chevrolet, Indianapolis, Wagner Manufac 
turing Co., Cadillac Motor Car Co. 

Senator Moopy. How much do you sell Cadillac? 

Mr. Isaacson. Oh, we have sold them, I don’t know the figures, 
but I think we have sold them a pretty fair quantity of steel, noi 
lately; months ago. 

Senator Moony. Who else? 

Mr. Isaacson. Coolerator Refrigerator Co., Sanitary Refrigerator 
Co., Seegur Refrigerator Co. 

Senator Moopy. Now, from whom did you get this steel? Who ar 
vour sources ¢ First, let me ask. if I m: iv: On this Chevrolet deal. did 
you have the order before you went to K. & G. to get the steel ? 

Mr. Isaacson. That I don’t remember, actu: ally. 

Senator Moopy. Ordinarily do you have the order ? 

Mr. Isaacson. We inventory steel. Quite often we will buy steel 
for inventory if we feel it is a good buy. At the present time wi 
carry an inventory of sree which, incidentally, we find it difficult to 
cet rid of at the present time, but we always do inve ntory steel, 

Senator Moony. Do you feel, however, that that is a temporary 
condition, as a previous witness does ? 

Mr. Isaacson. What do vou mean ? 

Senator Moopy. While there is a glut in the market, he feels in the 
first quarter of 1952 there will be again a shortage of steel; do you 
agree with that ? 

Mr. Isaacson. I don’t agree with that. IT am inclined to believs 
that the steel mills through their increase in production will cate! 
2 with the shortage which has prevailed during 1951 and the pre 

vious years. Steel capacity is being increased considerably. 

Senator Moopy. Do you think the steel capacity is being increased 
sufficiently so that all defense needs can be taken care of and also 
that normal production can go forward without any such substantial 
cut-backs as have been made in the automobile industry ¢ 

Mr. Isaacson. I am not qualified to answer that question, but, o1 
the basis of articles I have read in Time magazine and elsewhere. 
some of the leaders in the steel industry are predicting that by the 
middle of 1952 there will be an abundance of steel, sufficient to take 
care of defense requirements as well as civilian requirements. 

Senator Moony. Yes: I have read that, too, Mr. Isaacson, but I 
have read it in the light of the fact that repeatedly from the sam 
gentlemen has come the prediction that there will be too much stee! 
I remember as a newspaperman in Washington in 1940 or 1941 a 
lune -heon was ¢ alled to convince W: ashineton correspondents at that 
time that there was no need to increase the capacity of the steel 
industry in America. 

At that time I think that the industry was wrong, and this com- 
mittee is going to look into the estimates that are being made now 
and see whether these newer estimates are good estimates or whether 
they are also in error. There is a very violent conflict, as you may 
know, between these statements that we are going to have ple nty of 
steel, too much steel, during 1952 and the statements of Mr. Fleisch 
mann and the actions of Mr. Fleischmann, which are premised on the 
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idea that, if we are going to arm ourselves and keep ourselves out of 
a general we “" we have to subject ourselves to these civilian cut-backs. 

Now, if it is true that there is going to be too much steel in the 
country in 19 52, then there certainly isn’t any use of cutting back the 
civilian hardware industry, such as automobiles, refrigerators, and 
many others. 

It would be an act of folly to do that if the statements that we are 
going to have too much steel in the country are true. 

And we are going to see if we can get to the bottom of who is right 
in this situation, whether the Government is right or whether the 
steel executives are right in their statements. 

Mr. Lone. Generally speaking, do you get physical possession of the 
steel that you sell, Mr. Isaacson ¢ 

Mr. Isaacson. I wouldn’t state that as a general thing, but in quite 
1 few instances we do get physical possession. I don’t know the per- 
centage of the time that we do take physical possession. At the 
present time we have an inventory here in Chicago of the material 
of which we have physical possession. 

Mr. Lone. Is it ever necessary for you to take any action to curry 
the favor of a sales manager somewhere ? 

Mr. Isaacson. No. 

Mr. Lone. Do you list, as has been shown here, freight charges 
when perhaps those freight charges are actually not due 

Mr. Isaacson. No. 

Mr. Lone. You only charge the freight to your customer for the 
transportation of that particular shipment ? 

Mr. Isaacson. That is right. 

Mr. Lone. Would you say that that was a common thing in the 
steel business to do that ? 

Mr. Isaacson. Well, I have heard of quite a few instances along 
that line where people have been doing it. The trend of thinking of 
those people 1 is that the Vy average out their freight cost and then they 
pick an f. 0. b. point, such as St. Louis or some other point, and then 
their thought is, by using that f. o. b. point in their quotations on 
steel, they are recovering whatever ‘freight costs they had in receiv- 

ig physical possession of that steel in their Chicago warehouse, for 
oladieke 

Senator Moony. What if the steel never goes near the Chicago ware- 
house ? 

Mr. Isaacson. That is a different matter. 

Mr. Lona. In this particular transaction, for example, so far as we 
have been able to determine, it never left Steubenville, Ohio. 

Mr. Isaacson. Although it may be a practice of some, and I believe 

is the a of some, to average out all of their steel sales and 
add an f. 0. b. point to it in order to recover whatever freight costs 
they expended on the movement of the steel of which they take phy- 
sical possession, 

Senator Moopy. When you get steel and make a sale to Chevrolet, 

Indianapolis, for instance, do you tell them where you got the 
stee] ? 

Mr. Isaacson. No. 

Senator Moopy. You just turn it over? 

Mr. Isaacson. Yes; we sell it cold rolled, pickled and oiled, or what- 

ver it may be. 
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Mr. Lone. What is Aldan Steel Co.’s ceiling price under the ceiling 
regulations for steel ? 

Mr. Isaacson. In the low 20’s, I believe, on 20 gage. 

Mr. Lone. 21 cents, 22 cents? 

Mr. Isaacson. Right around that figure, depending upon the gage. 

Senator Moopy. Will you explain ‘for the record why, when the 
mill price—well, what is the mill price of that gage steel ? 

Mr. Isaacson. The mill price—oh, I would think it is around 6 
cents or 614 cents a pound. 

Senator Moopy. Five to six dollars a hundred ? 

Mr. Isaacson. Yes; depending on the gage and the size and the 
quality. 

Senator Moopy. These sales we show run from $5.20 to $5.80. Is 
that perhaps representative of what you are speaking of ¢ 

Mr. Isaacson. I would say “Yes.” 

Senator Moopy. Will you explain for the record why your ceiling 
price, a legal price of steel sold by you, should be nearly four times 
the mill price ¢ 

Mr. Isaacson. That is based only on our cost; and, as other wit- 
nesses have testified, that is compensation for an effort or for a func- 
tion that we are performing. 

Senator Moopy. Now, the function you perform is what? 

Mr. Isaacson. In locating steel for manufacturers who are in dir 
need of that steel. 

Senator Moopy. What percentage of your customers are manu- 
facturers and users of steel ¢ 

Mr. Isaacson. I would say at least 90 percent. 

Senator Moopy. So that your company is in somewhat the same 
position as Mr. Waldman, of the Emergency Steel Service, then. 
You provide the steel to the end users. 

Mr. Isaacson. Yes, sir. 

Senator Moopy. And therefore you contend you have a function 
in the market of obtaining this steel for the end users; is that right ? 

Mr. Isaacson. Yes. 

Senator Moopy. Do you think that these other six petals in this 
daisy chain are necessary ¢ 

Mr. Isaacson. In this particular case, in this particular transaction 
which is being discussed now, K. & G. knew the whereabouts of this 
particular lot of steel. We didn’t know the whereabouts of that 
steel. 

Senator Moopy. So it isa game of hide and seek; is that right ? 

Mr. Isaacson. Well, it is a question of location. It is a questio1 
of finding out where various lots of steel are at, and quite often 11 
requires quite a diligent search in locating steel of a spec ific gage or 
$1Ze. 

Senator Moopy. Who are your main suppliers? 

Mr. Isaacson. We buy steel from various outfits, such as Livernois 
Steel Co. 

Senator Moopy. That is where / 

Mr. Isaacson. Detroit. 

Senator Moopy. How long have you bought from Livernois ? 

Mr. Isaacson. I haven't the records on that. 

Senator Moopy. Could you give us a general idea? 
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Mr. Isaacson. I know it runs into hundreds of tons, but I can’t 
give you a specific figure. 

Senator Moopy. Can you tell us in dollars? 

Mr. Isaacson. I can’t give you that either. We have made quite a 
few purchases, but it would be a rash guess to give you the dollars. 

Senator Moopy. Who are some of the other supplie ‘rs for you? 

Mr. Isaacson. We buy steel from Atlas Steel Co. of Detroit, K. & G. 
Steel Sales, of Chicago. 

Senator Moopy. Now, would you describe each of these companies 
is you go along, and what sort of a company they are / 

Mr. Isaacson. They are all steel-distributing companies. 

Senator Moopy. They are all steel-distributing companies ? 

Mr. Isaacson. Yes. 

Senator Moopy. And none of them are steel mills? 

Mr. Isaacson. No; but there are times when we buy steel, as Mr. 
Waldman mentioned, from manufacturers, where they have surplus 
steel, 

Senator Moopy. From what manufacturers have you bought steel? 

Mr. Isaacson. From Gibson Refrigerator Co. 

Senator Moopy. How much? 

Mr. Isaacson. I don’t know the exact amount. A pretty fair quan- 
tity. It was laying in surplus inventory, and they had no use for the 
material, 

Senator Moopy. From whom else have you bought steel ? 

Mr. Isaacson. We have bought materials from Hallicrafter. 

Senator Moopy. How recent has been the purchase from both Gibson 
and Hallicrafter ? 

Mr. Isaacson. Within the past 2 months. 

Mr. Lone. From both Gibson and Hallicrafter ? 

Mr. Isaacson. Yes. 

Senator Moopy. From whom else? 

Mr. Isaacson. Parts Manufacturing Co. 

Senator Moopy. Where are they located ? 

Mr. Isaacson. Somewhere in Michigan; that is about all I can 
recall. 

Senator Moopy. And how much did you say your gross business 
amounted to in the last vear! 

Mr. Isaacson. Oh, I would say it runs between $5,000,000 and 
$4,000,000. 

Senator Moopy. Do you always mark up roughly the same per- 

‘tage here that vou marked up at K. & G. Steel / 

“ie Isaacson. No, sir. 

Senator Moopy. This was a mark-up of $3.50 a hundred; that is $70 
iton. That is a considerable mark-up. 

Mr. Isaacson. Yes. 

Senator Moopy. How did you happen to mark that one up so 

h ir ply ¢ / 

Mr. Isaacson. I don’t remember our calculations on this particular 
deal. It could be we took the orders from Chevrolet prior to the pur- 

hase of the materials which we don’t remember, with the thought in 

d that we would have to pay a higher price for materials than we 
lound we ought to be paying. 

Senator Moopy. Could it be that you felt General Motors was a 

istomer Who would be able to pay a good price ! 
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Mr. Isaacson. Well, I don’t think we could get away with it just 
on that basis. 

Senator Moopy. Thank you very much. 

I call Mr. Carlen. Will you raise your right hand and be sworn, 
please? Do you swear that the testimony you give shall be the truth, 
the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Caren. I do. 


TESTIMONY OF LESTER J. CARLEN, REPRESENTING CHEVROLET- 
INDIANAPOLIS, INDIANAPOLIS, IND. 


Senator Moopy. State your name and business, please. 

Mr. Carven. Lester J. Carlen, purchasing agent of Chevrolet-In- 
dianapolis, a manufacturing plant for the Chevrolet Motor Co. We 
make detail parts and subassemblies for trucks and commercial bodies, 
We exclusively make those bodies. There is no other plant in the 
country which makes them. 

Senator Moopy. You make nothing on a passenger car. 

Mr. Carten. We make nothing on a passenger car. 

Senator Moopy. Have you he ard the t estimony this afternoon, Mr. 
Carlen, of this steel supplier that you bought 39,490 pounds of steel? 

Mr. Caruen. Yes. 

Senator Moopy. Which ended in your hands? 

Mr. Caruen. Yes. 

Senator Moopy. Will you tell us why you happened to buy that 
steel in that way / 

Mr. Carten. Yes. We couldn't get enough steel from the mills. 
Periodically we would run out of a certain size, so when that hap 
pened it was necessary for us to go out on the open market and try to 
fill in that gap. If we didn't get the material at that particular time. 
it would have meant shutting down part of the plant, sending the 
men home, and they would be out of work. 

Senator Moopy. Have you had to do this often ? 

Mr. Carten. During 4 months of the current year we did it quite 
often. 

Senator Moopy. How much steel have you had to take at high 
prices / 

Mr. Carten. We placed 78 orders for a total of 148 different sizes. 
amounting to 4,129 tons. 

Senator Moopy. Will you say that again, 78 orders 

Mr. Carten. Covering 148 different sizes, amounting to 4,129 tons 

Senator Moony. How much did it cost you ? 

Mr. Caren. The prices ranged from 6.375 to 18.45. 

Senator Moony. That is cents per pound ? 

Mr. Carten. Cents per pound. 

Senator Moopy. That is a considerable range, is it not ? 

Mr. Caren. It is. 

Senator Moopy. Where did you get this steel, Mr. Carlen? 

Mr. Carten. We procured it from various established steel sup- 
pliers, and I have the names here, if you wish to hear them. 

Senator Moopy. Yes. 

Mr. Carten. Aldan Steel, Archer Steel in Chicago, Atlantic Steel 
in Chicago. 
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Senator Moopy. These are all dealers: correct ? 

Mr. Caruen. No; these are warehouses. You see, what we try to 
do is to deal with men who are established, not somebody who has 
just sprung up in the last year or so, who has office space. 

At times we are not sure, and we send out and get a Dun & Brad- 
street, trying to get a line on these companies. We did that on Aldan 
Steel, and from the reports I have on the Dun & Bradstreet it appears 
they have been in business in Chicago for a long time. They go back; 
the father has been in business here, The partners are well experi- 
enced in this line: the father has been in business, and he has taken 
in, as soon as they graduated from school, these partners, so we felt 
they are an estab lished concern. 

They have a warehouse on Archer Street. 

Senator Moopy. You say you wanted one with a warehouse with a 
Dun & Bradstreet rating 4 

Mr. Carten. Yes: and there are others we deal with, other ware- 
houses, all during the year. 

Senator Moopy. I would like to point out you paid $15.45 per hun- 
dred for that steel, but in the fifth echelon back on this daisy chain, 
if you could have found it, you cculd have got this same steel, from a 
gentleman who doesn’t even see the steel, for $10 a hundred. 
~ Mr. Carten. That could be because we only buy this steel when it 

absolutely necessary. You see, our operation is a little bit different 
from every other manufacturing plant in Chevrolet. We have what 
may be known as a job shop. We have 458 presses in which we have 
to run 1.850 dies. We make DO to 5 die changes every day. Now. 
that means that when we set in a die— 

Senator Moopy. Fifty to seventy-five ? 

Mr. Caruen. Fifty to seventy five die changes ever vy day. When we 
set in a die, that die has to ¢ omplete its month's production before it 
is pulled out and it has to complete it within a certain time because 
there is another die waiting to go into that same place as soon as it 
is finished. That means we have to have all that steel there. 

Senator Moopy. A revolving production line. 

Mr. Carten. That steel has to be right there to complete that 
month’s production or we lose what we will be short of. 

That is why we go out and buy this steel. It only absorbs about 30 
tons per size, That 30 tons is enough to keep that month’s producti on 
being completed. If we didn’t complete that month’s production, all 

e other details which go to make up a unit would be held up. 

Beside throwing men cut of work at our plant, we ship these com- 
plete units to 10 assembly plants in the United States, plus an export 
— in New Jersey, a Canadian plant in the Gener: al Motors Co. 

Truck Co. of General Motors, that is. at Pontiac. 

If they don’t get the units they will have to send some men home 
pecause they are manned up to té ake care of a certain se ‘hedule. 

So it is an endless lay-off if we just lack a little bit of steel to cover 
a month’s production. It could be a bracket, a door panel, or a top, 
ecause shipping a cab without a door, bracket, or panel is Just as use- 
less as if we didn’t make any of the details. 

Senator Moopy. Your point is that if you didn’t have it, you woul . 


‘much more in the way of production loss than you pay in the extr: 
a? 


Mr. Carten. And also you send the men home. 


92785—52 0 
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Senator Moopy. It is also a matter of losing the production, 

Mr. Carten. You lose the production, too. 

Senator Moopy. And the income from the production. 

Mr. Carten. Yes. 

Senator Moopy. So it is both the employment and the schedule. 

Mr. Carten. The employment and the schedule. 

Senator Moopy. The Chevrolet is a firm which operates 
democratically in its units? 

Mr. Caren. Yes. 

Senator Moopy. You deal with NPA as a unit / 

Mr. Caren. As a unit. 

Senator Moopy. You don’t deal as part of the General Motors 
Corp. ¢ 

Mr. Carten. No. 

Senator Moopy. Do you ever make inquiry, however, to other sec 
tions of the corporation if they have extra steel ? 

Mr. Carten. We have, and we get help whenever they can afford 
it. In fact, I have a record of the help they have given us. 

Senator Moony. Have they given you considerable help ? 

Mr. Carten. Fisher Body, 485 panels i in May, Chevrolet-Cleveland, 
86 tons in January, 21 in August; Chevrolet-Flint gave us 163 tons in 
May, 252 tons in August, 268 tons in September. I believe that is all. 
We also had some steel from Kaiser-Frazer Corp. 

Senator Moopy. You did‘ You say you had it from them or fo: 
them / 

Mr. Caruen. I don't know the details of that transaction. It was 
developed in Detroit. 

Senator Moopy. Did they give it to you or did you give it to them ‘ 

Mr. Carven. To us. 

Senator Moopy. How much? 

Mr. Car.en, Sixty-seven tons in January, 18 tons in February, 11s 
ton in Bay, 2,212 tons in June, 127 tons in July. 

Senator Moopy. That was unusual cooperation, wasn’t it, in the 
automobile industry / 

Mr. Carven. It was. 

Mr. Lone. How much did you pay Kaiser-Frazer for that? 

Mr. Carcen. I don’t remember the figure on that. 

Senator Moopy. Can you get it for us? 

Mr. Caruen. Yes. 

Senator Moopy. Will you please submit that for the record? 

Mr. Caruen. Yes. 

Mr. Lone. I would like that he submit it to us as well concerning 
the other companies that he has been buying from. 

Mr. Caren. You can have it. 

Mr. Lone. I would like to have that in addition to the payments 
made to Kaiser-Frazer and listing the amounts if he could get thi 
amounts, 

Senator Moopy. I was going to ask whether any of your other com 
petitors supplied you steel. 

Mr. Caren. I don’t believe so, Senator; I believe that is about all. 
Of course, Kaiser-Frazer is in the steel business, too. 

Senator Moopy. Was this Kaiser-Frazer steel or was it steel fron 
the Kaiser-Frazer Automobile Co. ¢ 
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Mr. Caruen. I think it was steel that they perhaps negotiated out 
of Republic. 

Senator Moopy. It didn’t come from Fontana ¢ 

Mr. Caren. I don’t think it did. 

Senator Moopy. They negotiated more steel than they wanted to 
imake cars with for the moment: is that correct ¢ 

Mr. Carten. Yes. 

Senator Moony. Mr. Carlen, do you have any general views on 
this situation that you would like to give us ¢ 

Mr. Carten. Well, the general views are that we have been in hot 
water for a long, long time. People think that small businesses have 
their troubles. I can assure vou that if we are considered big business 

‘have had multiple troub les. 

‘Senator Moopy. There arent many businesses bigger than your 
parent company; are there any ¢ 

Mr. Carten.* We consider ourselves just a little Hoosier job shop 
but to give you an idea of what we have been up against, in May we 
lad an inventory of 6.800 tons. That sounds lke a lot of steel, but 
ve used 17.767 tons. 

Senator Moopy. That was about a 10-day inventory ¢ 

Mr. Carten. That is about right. During that month we received 
14.203 tons, so that left us an inventory on June 1 of 3.236 tons. Dur- 
ing the month the mills were good and we received 21,421 tons and 
we used 17.710 tons, which brought our inventory up to 7,947 tons. 

Senator Moopy. May I interrupt you at that point? 

Mr. CaARLEN. Yes. 

Senator Moopy. That was at what point ¢ 

Mr. Caren. July 1 we had 7.947 tons. 

Senator Moopy. That is 1951 ¢ 

Mr. Caruen. Yes. 

Senator Moopy. As you may know, sometimes a small business or a 
large. business that nee ~ steel comes to its Senator or Senators, to see 

what « can be done, or to Mr. Fleischmann. It excites my curiosity 

know why at a time a na large number of businesses were com- 

1g down to W ashington, saving they were about to go out because 
of lack of steel, why should the Vv sud lenly increase your assignment 
there to a point where your inventory went up. There may be some 
vood reason for it. I would like to know what it is. 

Mr. CARLEN. We ll, as I say. the mills were good to me th: at month. 

Senator Moopy. Why were they good to you 4 

Mr. Cartex. We never know. Thev have excuses when they are 
not but we never know why they are good. 

Senator Moopy. Do they send you any amount of steel they want 
to send and you don’t know why ¢ 

Mr. Carten. We order a certain amount of steel from them. Asa 
rule, they are at least a week or two or three behind schedule. We 
never know what items we are going to get or how much in that par- 
ticular month it is scheduled. 

Senator Moopy. So you order more than you actually need ? 

Mr. Carten. No: we order exactly what we need, and that is why 
we are short on particular items which aren't shipped. 

Senator Moopy. You built your inventory up to 7,000 tons, plus? 

Mr. CarLen. Yes. 

Senator Moopy. On the order you asked for. 





128 STEEL GRAY MARKET 


Mr. Caruen. In building up that inventory, however, we received 
9,402 tons of conversion steel. 

Senator Moony. That is high-priced steel ¢ 

Mr. Caren. Yes: because of the nature of the way it is made. 

Senator Moony. That is high-priced from the mills. 

Mr. Caren. That is right, so that helped to build up our inven- 
tory. You see we like to operate—a practical working inventory in 
our plant would be about 35 days, which would amount to over, say, 
at that time of 18,000 tons, and we were operating with less than 8,000. 

Senator Moopy. So that while the mills were good to you that 
month they actually sold you 9,000 tons of expensive conversion steel ; 
is that correct ? 

Mr. Caren. Yes. 

Senator Moopy. Do you want to go ahead ? 

Mr. Carten. July 1 we had 7,947 tons in inventory; we received 
14,478 in that month, and incidentally our mill shipments dropped 
from 10,000 to 7,390; that left us an inventory of 7,874 tons. 

In August we received 12,484 tons, but we only ‘used 12.268, so our 
inventory went up to 8,090, and that was on September 1, and during 
September we received 14,797 tons; we used 11,846 tons, which brought 
our inventory up to 11,041 tons, and that was the healthiest condition 
we have been in in a long time. 

Senator Moopy. So now you have more steel than you have had for 
some time? 

Mr. Carten. Not enough. With a 12,000-tons production a month 
we would like to have a 30-day inventory. 

Senator Moopy. You don’t feel you have enough steel coming out 
vel ¢ 

Mr. Carten. No. We may be out in the market tomorrow to pick 
up some steel like this. If one particular item, even in a small amount, 
would endanger the production, we would go out and get it. 

Senator Moopy. Where would you go? 

Mr. Carten. Possibly the same people that I have been doing 
business with. 

Senator Moopy. That is the Aldan Steel Co. / 

Mr. Carten. Until they are proved illegal or anything else, we 
still have them on our list. 

Senator Moony. Any others? 

Mr. Carten. Oh, yes. We naturally contact the warehouses in ow! 
own re RE first. We have some we }1- estab lished companie S, 
such as W. J. Holliday, Indianapolis Machinery & Supply, and Dar 
ner & Co., *e they haven't had too much of this steel. 

Senator Moopy. The unusual thing about this, Mr. Carlen, is this— 
I know you are relating this to your own problem, which is natural. 
It is natural for any official or company to do so. This committee is 
relating it to the general situation that a great many small businesses 
find themselves in when they can’t get any steel, or can’t get enough. 

The same thing is true in the nickel market. We found that 67 to 
70 cents nickel anodes, which are essential for plating, for exampl 
were selling for $4.50 through exactly the same sort of a daisy chai 
as this, and in that case they were taken off the market by some big 
companies who could afford to pay $4.50. 

Certainly this steel is not alone ¢ going to the big companies. It 
s also going to small companies. They are buying it to keep them 
selves in business. 





STEEL GRAY MARKET 


But the thing that occurs to us, why is it necessary or why does it 
come about that you pay $15.45 per hundred for $5.20 per hundred 
steel 2 

Mr. Caruen. It has been an education here today. I can assure 
you of that. But, to give you my thinking on this subject, we assume 
that these warehouses were dealing in conversion steel. 

I have heard at least that some of them go out and make their own 
conversion deals which naturally would be high. Another reason why 
steel may be high-priced is if you obtain it from, say, some of these old, 
obsolete hand mills. We did that. We bought some from Whitney 
Apollo Co. 

Senator Moopy. There are different costs of steel producing, are 
there not? 

Mr. Carten. Yes, Whitney Apollo’s price to us was almost as high 
as any of the prices we pay. We bought 552 tons and some od | and 
some of it ran as high as 15.9 cents per pound, 

Senator Moopy. Do vou think there ought to be dollars-and-cents 
ceilings on steel ? 

Mr. Carten. That would perhaps put some of these hand mills out 
of business, and aren't they contributing something to this economy, 
by operating at a high price? 

Senator Moopy. No ceiling can be put on under the law at less 
than cost. 

Mr. Carten. Well, if vou protect them on their cost and if thei 
cost is high and they are permitted to add a reasonable profit, that 
sounds logieal. 


Senator Moopy. So that you can have a general ceiling price in 


steel. It may well be. however, that the ceiling of some individual 
company might have to be adjusted for cost. 

Mr. Carten. That is right. 

Senator Moopy. There may have to be a differential there. Thank 
you very much for coming. 

Mr. Richter, will you take the stand? Do you solemnly swear that 
you will tell the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Ricrrer. I do. 


TESTIMONY OF WALTER A. RICHTER, NATIONAL PRODUCTION 
AUTHORITY, REGIONAL COMPLIANCE OFFICE 


Senator Moopy. You have heard the testimony that was given. 
We are grateful that you were able to do so. It is your responsibility 
to enforce the NPA allocation orders in this region, 1s it not? 

Mr. Ricurer. Yes. 

Senator Moopy. Would you tell us what the region is? 

Mr. Ricurer. Illinois, Indiana, and Wisconsin. 

Senator Moopy. Would you give us an estimate of the extent to 
which steel has been sold on the gray market in this area? 

Mr. Ricurer. T couldn't. There hs as been a great deal of it. There 
has been a vood deal nore talk about it than there has been done on 
it, but IT haven't any idea of what the amount would be. 

Senator Moopy. You are convinced that the practice is general, 
however ? 


Mr. Ricnurer. Yes. 
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Senator Moopy. Does the testimony brought out today ring an 
bells of recollection in your mind of others? 

Mr. Ricurer. It certainly does. 

Senator Moopy. Of other problems you have had ¢ 

In this testimony today did you hear any testimony in which yo 
feel that your regulations were violated. 

Mr. Ricurer. No. 

Senator Moopy. Well, do you not think—or in the OPS regulations 

Mr. Ricurer. I know nothing about OPS regulations, Senator, | 
have troubles enough of my own. 

Senator Moony. I am sure that is true. 

Can you relate to us some of the troubles you have just told 
about ? 

Mr. Ricuter. We have received a great many complaints from bot! 
large and small businesses that they could not get their orders placed 
at the mills for steel. 

Senator Moopy. At the same time there is a great deal of stee! 
floating around the area in the gray market and even more talked 
about ¢ 

Mr. Ricwrer. Yes. The market was much tighter 3 months ag 
than it is now. In fact, last January we had occasion to get into 
number of warehouses of distributors who were handling what was 
then considered gray-market steel. There was no violation of ow 
regulations involved, but it was developed that much of this steel i 
being handled through this daisy-chain method between brokers, and 

each one was gett ing their cut. 

Senator Moopy. Did you take any ste ps to have regulations tailored 
so that would be less likely to happen ? 

Mr. Ricurer. That is not ~e my province. I reported the 
situation to Washington but I don’t know what development. ha 
come about. I do know that the regulation requiring the mills to 
accept only rated orders, that is, allocations, and shipments go 
warehouses, has been the result of reports from not only my office but 
other offices comparable throughout the States. 

Senator Moopy. Do you feel that that move is drying up some ot 
the source of this what you might call wildcat steel ? 

Mr. Ricurer. I cannot see but what it must do so because if t 
mills can only ship on allocations and to warehouses, it is bound t 
get away from the mill shipments getting out into the hands of othe 
than fabricators. 

Senator Moopy. Were you here, however, when a previous witnes 
testified that there were a great many offers coming into the market 

right now of steel ? 

Mr. Ricutrer. Reports that I get indicate that those come more o 
jess from industries. I am rather reluetant—— 

Senator Moopy. Those reports or the steel ? 

Mr. Ricnrer. The steel. 

I am rather reluctant to believe that industry has this steel surplus. 

Senator Moony. You don’t believe it ¢ 

Mr. Ricurer. No. The checks that we have made do not indicate 
that any large portion of that steel comes from that source. 

Senator Moopy. Where do you think it comes from ¢ 

Mr. Ricirrer. I wouldn’t be able to say. I don’t know. There is 
a certain amount of this steel that in the past has gotten out from the 
mills because all of the steel was not under allocation. 
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Senator Moony. From what mills? 

Mr. Ricrrrer. I don’t know any individual names. 

Senator Moopy. I see. 

Your statement implies that your experience, even though not indi- 
vidually backed, indicates that the leak is precisely where the testi- 
mony today would indicate the leak is, namely, in the assignment to 
one or more customers of steel mills, in this case Weirton, principally, 
of more steel in substantial quantities than is actually used by those 
customers ¢ 

Mr. Rrenrer. Yes, sit 

Senator Moony. ‘That goes into the gray market and runs through 
this daisy chain. 

Mr. Rrewrer. Yes. 

Mr. Lona. Generally speaking, sir, what would you say has been 
the effect on the small-business man in this area, on the businessman 
generally in this area from the fact that he is unable to get sufficient 
quantities of steel at reasonable prices ? 

Mr. Ricnrer. We used to get a great many complaints that they 
were unable to buy it. Since the M-—6 order went into effect and a 
larger percent of the steel production was assigned to warehouses, we 
have had a very much smaller number of those complaints. It has 
helped the situation a great deal. Nevertheless we still have the situ- 
ation where the warehouses are not required to seek out allocations. 
and I think that is one of the things that should be corrected. 

Mr. Lone. It is closed out on one end but the other end is com- 
pletely open, there has been no attempt so far as you know to close 
that end? 


Mr. Ricnter. I think that is in process. 
Senator Moony. Will vou state that again for the record, how one 


end is open and the other end is closed ¢ 

Mr. Ricurer. Well, the closing up of the mills by the requiring of 
the mills to divert all of their y roduction either to controlled material 
orders, directives, or to ueamennes and where the warehouse is re- 
quired to receive a minimum of 85 percent of their base period which 
was the first 9 months of 1950, and early in the year they were not 
getting it, but after the Ist of July that order was changed and since 
that time the warehouse situation has eased up a great deal. 

Senator Moopy. In our Pittsburgh hearings, Mr. Richter, a steel 
company official recommended that “all of these controls be taken off 
— that steel just be allowed to seek its own level with the implication 

hat there really was too much steel in the country. Since that time 
there have been statements by leading executives in the steel industry 

indicating that this shortage of steel is about as much a myth as the 
freight charge that we ti alked about this morning, that there isn’t any 
shortage of steel, really, that there shortly will be steel coming out 
of our ears. 

Do you want tocomment on that ? 

Mr. Ricuter. Yes, 1 will comment on it. 

I had occasion to receive complaints from about six different manu- 
facturers that they were unable to place material orders. We tried to 
place the material orders with those mills, and they told us they were 
filled up for the fourth and first quarters, and couldn't accept any 


more business. 
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Senator Moopy. Those mills, what do you mean by “those mills” ? 

Mr. Ricurer. Well, I don’t want to mention any names, but ther 
were certain mills that—well, I will mention the one that was in the 
paper, the Bethlehem Steel. We have attempted to have manufac 
turers in this area place orders with Bethlehem Steel and they have 
been refused. 

Senator Moopy. Well, I think it is proper in the record, Mr. Richter, 
for you to say what steel companies you have endeavored to plac 
orders for business with in this area, those who have not said there was 
net a shortage would not be involved in any question of what they 
had said. 

Mr. Ricutrer. We have tried to place orders with Inland, with the 
United —— Steel Corp., with Republic, and I can’t remember all 
of them, but they are all in the same position, they tell us they are 
COP letely loaded for the fourth and the first quarters. They have 
told us that for the last 2 months. 

Senator Moopy. It would seem rather difficult to relate that actual 
report—you know of your own knowledge that that was the reply 
made when vou tried to get steel from those companies / 

Mr. Ricurer. Oh, ves, it is a matter of record in my office. 

Senator Moopy. That is Inland? 

Mr. Ricurer. And United States Steel. 

Senator Moopy. United States Steel / 

Mr. Ricurer. Bethlehem. 

Senator Moopy. Bethlehem and Republic is the other / 

Mr. Ricutrer. Republic. 

Senator Moopy. Well, were these large business concerns that needed 
the steel, or were they small business? How would you classify them 

Mr. Ricurer. I would consider them mostly small businesses. 

nator Moopy. Small businesses / 

Mr. Ricutrer. Yes, probably less than 500 employees. 

Senator Moopy. They were viven rejections, How many of these 
businesses were there / 

Mr. Ricutrer. Oh, the ones that I have on record, probably half al 
dozen, but we have requests from a good many concerns and I don't 
have a record of that, that goes through the Public Contract. office 
and they have had requests from a great many concerns for help in 
vetting orders placed for steel. 

Senator Moopy. Now as I understand you, Mr. Richter, these steel 
comp: inies did not s ay, “We have the steel but we are prevented from 
cle live .) ing it becaus se of t MP. - *did they ¢ 

Mr. Ricwter. Oh, no, they said they were booked up. In othe: 
words, their rolling schedules were full. 

Senator Moopy. Because the implheation of the steel officials at our 
Pittsburgh hearing was that there was plenty of steel but they were 
const ricted by the orders of NPA, 

Mr. Ricurer. There are a lot of people in this area that would hx 
awfully glad to hear that, Senator, because they haven’t been able 
to get their orders placed, and they would love to give them to him 
to fill. 

Senator Moopy. I agree because, if the situation here is anything 
like the State of Michigan, my office is full every week with people 
who want more steel and can’t vet it. 
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Mr. Ricnurer. I think it is true because in this area we can consume 
a great deal more steel than is produced in this area. 

Senator Moopy. And, if you will give us the names of the people 
who want the steel, we will see whether we can induce Mr. Homer to 
deliver the steel if he has an adequate supply of it. 

Do you have any other views on this sub ject, Mr. Richter ? 

Ricutrer. The situations seem to be easing off a great deal 
faras the controlled materials plan is concerned, so far as the effect of 
that is concerned, with the requirement that no manufacturer who 
has a production schedule cannot buy steel without charging it against 
an Salih nt. There seems to bea free ine up of steel, and then people 
are not havine quite as much difficulty as they did before in getting 
steel that they need, 

Senator Moopy. However, if steel were coming out of our ears, the 
proper thing to do would be to increase the NPA allotment, would 
t not é 

Mr. Ricurrer. Remember this, Senator, the NPA allotment is based 
in the main on the production schedule that is set by industry, Each 
manufacturer has been filing his ashichibon sel ap on his own produc - 
tion schedule, based on his manufacturing potential and his order 
backlog, and from that the industry judges what percentage of mate- 
rial they are going to give him. 

Senator Moopy. What percentage of dupheation might there be 
in the order back log? ¢ 

Mr. Ricurer. I don't quit e understand youl question, sir. 

Senator Moopy. Well, it was testified in Pittsburgh that some in- 
dustries seeking to use steel had asked for more in their requests for 
allocation from NPA than thev had ever used before. 

Mr. Ricutrer. We have had that, too. 

Senator Moopy. But that doesn’t change your basic viewpoints 
that there are a great Inany more people that need more steel ¢ 

Ir. RIcuHTer. My vie Ww point is the same. 

Senator Moopy. Thank you very much. You have been a very 
helpful witness, Mr. Richter. 

Are you ready, Mr. Waldman ¢ 

Mr. Harris. I am regional attorney for NPA. 

Senator Moopy. I was going to swear you after Mr. Waldman, but 
[ am sure that he would be elad to wait. 

Will you be sworn now ¢ 

Do you solemnly swear the testimony you will give before this 
committee will be the truth, the whole truth, and nothin ng but the 
truth, so he ‘Ip. vou God? 

Mr. Harris. I do. 


TESTIMONY OF BERTHOLD J. HARRIS, REPRESENTING NATIONAL 
PRODUCTION AUTHORITY 


Mr. Harris. I want to enlarge on what Mr. Richter said about 
the controlled materials plan and some changes in regulations. You 
know in the fourth quarter of this year the controlled materials plan 
becomes closed and the steel mills deliver now only to people who 
have controlled materials ordered or to steel warehouses, and our 
definition of steel warehouse is only those people who have physical 
facilities and who were in business during a base period in 1950, who 
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would be getting the steel from the mill, so that therefore probably 
the daisy chain wouldn’t exist, because if such a concern as the last 
one which testified, and that would be either Aldan, if they have a 
warehouse and were basically a warehouse, or the other one, Emer 
gency Steel, if they were a physical warehouse, they would get an 
allotment from the mill, if they had a base period. 

The rest of the steel would go to people who give authorized con 
trolled materials orders for it, and it would seem most of this steel 
disorganization would dry up and disappear. 

Senator Moopy. What you are saying is that the mills can no longer 
supply to—— 

Mr. Harris. There is no longer any free steel. 

Senator Moopy. An initial gray-market source such as the Ohio 
Valley Tool & Die Co., which was the first petal in this daisy chain in 
both of these transactions that we are talking about, would not be 
able to get steel in the future? 

Mr. Harris. They would not be able to get the steel in the amount 
that they want. 

Senator Moopy. That is right; they would not be able to get the 
steel they want without CMP orders. 

Mr. Harris. Unless they were a bona fide warehouse operating 
during the base period. 

Senator Moopy. They could get it as a warehouse but not over and 
beyond that ‘ 

Mr. Harris. That is right. 

Senator Moovy. I am glad you brought that out. 

Mr. Lone. That regulation would not prohibit it from going to 
broker to broker, though ? 

Mr. Harris. No; it would not; it would not prohibit it from going 
from broker to broker. 

Mr. Lone. After it got out of the steel mills? 

Mr. Harris. That is right. I think, in permitting that, I think 
Washington was anxious to preserve fluidity and liquidity in the 
market so as the customary flow of steel probably went that way, they 
were not anxious to dry up competition then of the sources. Otherwise 
the small manufacturer, if he couldn’t place it with one warehouse, he 
could get it from snother. 

Senator Moopy. You are the enforcement oflicer of NPA? 

Mr. Harris. I am regional attorney. I handle the work after the 
compliance matters are considered to be a matter of enforcement ; 
then they are turned over to me. 

Senator Moopy. Do you think it would help the problem of : 
orderly distribution and fair distribution of supply if you had dollar. 
and-cents ceilings on steel ? 

Mr. Harris. Yes: I do; and we have discussed that matter with 
the Office of Price Stabilization here in Chicago. The regional 
torney of that organization and I have discussed it several times, and 
I am aware or believe that the OPS is considering such a move; | 
have been told so. 

Senator Moony. We have called it to their attention several times. 
and I am going to call it to Mr. DiSalle’s attention personally again, 
because I think it is imperative, if you are going to have any contro! 
of this thing at all there, it has to be controlled effectively. 
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Mr. Richter, would you give us your view on that? 

Mr. Ricuter. I definitely feel a regulation of that type would be 
very helpful all the way through. 

Senator Moony. Do you have any further statements, Mr. Harris? 

Mr. Harris. I have nothing else, Senator. 

Senator Moony. I thank you very much for bringing out that point. 
| intended to ask you to come up after Mr. W aldman was through. 


FURTHER TESTIMONY OF SEYMOUR WALDMAN, REPRESENTING 
EMERGENCY STEEL SERVICE, SKOKIE, ILL. 


Senator Moopy. Thank you very much for sending for this infor- 
mation, Mr. Waldman. 

Mr. WatpmMan. You are very welcome. Some represent offerings 
ind some others are actual purchases by us. 

Mr. Lone. Do you feel that most of these people actually have this 
steel to sell? 

Mr. WaupMan. Oh, yes, these are manufacturers who have this 
material surplus to their operations. . 

Mr. Lone. Temco, for example, is an air-conditioning place, is that 
right ¢ 

Mr. Watpman. Yes. 

Mr. Lona. A heating establishment, I believe. 

Noreor— 

Senator Moopy. That is Norcor Manufacturing of Green Bay, Wis. 

Mr. Waupman. For one thing they make metal furniture. If you 
will look at that particular offering, it consists of drop-offs from their 
regular run, or items cut up to a size where there probably wouldn't 
be but few other manufacturers in the country who can utilize it. 

Mr. Lone. These are not the general mimeographed forms that 
many distributors send out, these are actual offers from manufac- 
turers that have surplus steel ¢ 

Mr. WautpMAN. That is correct. 

Senator Moony. Super Metal Fabricating Co. of Niles, Ohio. 

Mr. WatpmMan. I don’t know what that is, it sounds like it is a 
fabricating company. I have had no business dealings with them. 

Senator Moopy. “We offer the following prime domestic material 
for immediate shipment from stock, price $8.40.” 

(Charles A. Leaderer Co. of Cleveland, Ohio: 

“We hope the following items may be of interest to you—” there 
s various steel items ranging from 87.85 to $10.05, 

Sioux City Foundry & Boiler Co, manufacturers of gray iron cast- 
ngs, $9.95. 

Prentice Waybers Production Co. of Wisconsin Rapids, Wis., $8.50. 

ee Heater Co., a long list of items. This shows a $5 price; 

hat correct ? 

we WatpMan. Yes, they were drop-offs. 

Senator Moopy. What is this $30 a ton ¢ 

Mr. Watpman. That is a debit memo that we sent to them for some 
reason or other. I don’t recall the transaction. 

Senator Moony. Stocked with steel, weren’t they ? 
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Mr. Waupman. It isn’t only that; it is the items that they offer are 
so small, as in the case of Norcor; they cut it down to a size that they 
would have to scrap them if they couldn’t find an outlet. 

Senator Moopy. Are these the only companies that offered you steel ? 

Mr. Watpman. No; there are probably more, but when I called my 
office they just got together what they could find. 

Mr. Lone. All of these are rather small steel fabricators, aren’t 
they ? 

Mr. Watpman. I don’t think they are so small; they are good-sized. 
Norcor is quite a large firm; Williamson is a good- sized firm. 

Mr. Lone. Have you rece ived any otfer ings from any large corpor a 
tions offering to sell considerable amounts of steel to you? 

Mr. Warpman. It would be pretty hard to determine what was large. 
If you mean—— 

Mr. Lone. Automobile manufacturers, for example. 

Mr. Watpman. No; I have received no offerings from automobile 
companies or any of the eee uly known companies. 

Mr. Lone. Mostly they have been—— 

Mr. Wartpman. They are isolated cases; yes; they are. 

Mr. Lone. Mostly of this type. 

Senator Moopy. Mr. Carlen, of General Motors, testified a little 
earlier that Chevrolet fucinaneie got some steel from Kaiser 
Frazer. 

Mr. Warpman. Yes. 

Senator Moopy. There have been Yarious reports to the effect that 
similar offers were made. 

Mr. Warpman. Well, anything I would have to offer would just be 
hearsay. I believe that Kaiser-Frazer did offer material on the mar- 
ket at one time to other sources, other than General Motors. They did 
not make a direct offering to us, although I did receive an offering from 
« broker who had supposedly received an offering from Kaiser. 

Mr. Lone. Was that a broker in Detroit ? 

Mr. Watpoman. Oh, no: a Chicago broker. 

And getting back to the daisy chain, I have always felt the term was 
appropriately used for something conceived in fantasy, and I thought 
at the time that this was really fantastic, so I followed it no further. 

Senator Moopy. Thank you very much, Mr. Waldman. Thank you 
particularly for bringing this information in. 

Mr. Lone. Mr. Chairman, before the meeting of this subcommittee 
is adjourned, I would like to introduce into the record the chart that 
the staff has prepared showing the transaction that is depicted on the 
bulletin board there, and IT would like to ask that it be made a part of 
the record. I would also like to introduce a chart showing seven addi 
tional transactions m premium-price steel that have been traced all of 
the way through from the steel mill to the end user, showing the 
a ‘rent steps in the transactions, and the prices that were charged 

by the innumerable hands that handled the steel during the course of 
the transaction. 
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Senator Moopy. Wouldn’t you say the number of people that may 
have telephoned about it, instead of the hands that handle the steel, 
because not all of them handled the steel. 

Mr. Lone. That is right. 

One additional thing, Senator, I would like to ask that the names 
of the following Office of Price Stabilization special agents and offli- 
cials be inserted in the record expressing our thanks for their excel- 
lent assistance in compiling all of the data that has been compiled to 
make the hearings today possible. 

I assure you from past experience that I have had that a consider- 
able amount of work is involved in going through innumerable books 
picking out transactions, and particularly in attempting to follow one 
transaction all of the way through. 

Those are director of enforcement for the Chicago office, Mr. 
Nathan J. Kennally; Mr. W. W. Thorsness, special agent in charge 
of the Chicago office; Mr. Joseph Gill, special agent of the Chicago 
office; Mr. Florian Kus, special agent of the Chicago office, Mr. Ed- 
mund C, Cleary, another special agent of the Chicago office; Mr. Ray 
Pincomb of the Detroit office, a special agent; Mr. Anthony Testa, 
and Mr. Lester Lehman, special agents of the Cleveland Office of 
Price Stabilization. 

Senator Moopy. That is so ordered. 

And I might add that I personally appreciate the work of these 
agents of OPS, and I think the record should show that both Mr. 
DiSalle and Mr. Morgan, the chief enforcement officer, have been 
very cooperative whenever we have asked for their help in this con- 
nection, as has the NPA, 


The meeting will now adjourn until next week when hearings will 
be held in Detroit on the same subject. 
(Whereupon, at 3:30 p.m. the subcommittee was adjourned.) 


AppreNnpbix I 


STATEMENT OF SEYMOUR WALDMAN, REPRESENTING EMERGENCY 
STEEL SERVICE CORP., SKOKIE, ILL. 


({s a citizen I am pleased to be given this opportunity to appear before this 
committee and I sincerely hope that my opinions will be given your earnest 
onsideration. 

It is exceedingly unfortunate that proceedings of this type should be referred 
to by the somewhat nebulous term “gray market query.” In a capitalistic sys- 
tem where price controls are not present, prices of goods or commodities sup- 
posedly are controlled by supply and demand. On the one hand we are told 
that profit incentive is the backbone of our American democracy and on the 
other, we are maligned by some quarters for attempting to make profits. 

In the minds of the average laymen the term “gray market” connotes some- 
thing evil, something akin to the illecal black market. That latter term can be 
definitely defined; it includes hoarding and charging prices in excess of the 
established ceilings. But what is a “gray market’? Does the investor dabble 
n the “gray market” when he buys shares of stock in the hope that their value 

| rise? Does the corner grocery man enter in the “gray market” when he sells 
t a higher price than the price at which he buys? Early in 1949 when there 

sa general r cession and many firms sold steel well below the so-called estab- 
hed warehouse price, were those firms engaging in the “gray market” who 
hered to the warehouse price? 

\t present we are operating in a semifree economy with various restrictions 

posed in the interests of the national defense and the stability of the national 

hnomy, If goods are sold below or at the ceiling level established for the 
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particular categories then the particular market is not “black” but if the items 
are sold below the ceiling price, yet are higher than the price that some individ 
uals wish to pay, these same individuals label the Inarket “gray.” 

Realizing the futility of criticizing the profit incentive free-enterprise system 
While at the same time conducting an ideological war against communism. thy 
charge then is diverted to “profiteering.” Previous investigations have no: 
proven this charge. We believe that this investigation will show that by and 
large the ratio of gross and net profit to sales in this particular phase of the stee 
industry is considerably lower than just about all other types of enterprises. 

Page 443 of the 1950 edition of the Statistical Abstract of the United States 
published by the D ‘partment of Commerce lists the ratio of profits to sales in the 
various kinds of Inanufacturing industry in the United States, In the entir 
chart, we can find no ey idence of a net profit lower than 10 percent sales for thy 
Year 1948. If my own company hets 7 percent on sales we consider our operation 
Very successful. Although we are not familiar with the financial figures of our 
competitors, we do feel that we are a’ somewhat representative company—at 
least protitwise. 

Our critics usually revamp their charges at this point and now we are labeled 
“daisy-chain operators.” It is felt that the economy is harmed if steel] passes 
through several hands between the producing mill and the end user. In some 
Cases the movement of a given lot of steel is indirect but this is the exception 
and not the rule, that is if Wwe consider the historical] position of the stee] distribu 
for and the volume of business transacted. 

For many years the stee] distributor has been an integral part of our national 
economy Roughly, 18 percent of the total steel] production of this country is 
purchased from the producing mills by steel distributors and resold to manu 
facturing firms both large and small. The warehousing and service value of 
distributors has long been recognized und is acknowledged by the National Pro 
duetion Authority who has given the distributer an allotinent, M6—-A based oy 
100 percent of the steel purchased by the distributor from the producing mills 
during the base period, January 1, 1950. to September 30, 1950. 

In 1941 there were 255,000 Manufacturing firms in the United States and by 
1951 as a result of population growth, World War Il, world leadership, ete., the 
number had grown to 207,100, In 1941 thet ational income was 126.4 billion. Ty 
day it is 325.6 billion. In 1941 steel production was 74 million tons. Today it is 


SO toillion tons and still expanding 
Is it at al 


l anomalous that industry has outgrown the original pattern for stee 
movement in this country? 

Since the end of World War II, except for one brief period in 1949, it has been 
Imipossible for a new lv established colnpany to get its steel requirements from «a 
producing mill 

Domand was greater than the available supply and it was only natural that 
Steel producing mills should service their old established accounts before taking 
on any hew ones. Some of our firms were fortunate and found that in the reces 
sion of early 1949 that by Selling below the so-called Standard warehouse price 
we were doing business When some of our older colleagues were idle. We wer 
able to make purchases direct from the mill at that time. 

The selection of a base period was a poor one for those of us who are relative 
hewcoters. Our present quotas are based upon our mill purchases for th. 
period January 1, 1950. to September 30, 1950. This was a period when the 
mills would accept our orders for only a minute portion of our actual requir 
ents. We wish to reiterate at this time, that such action on the part of the 
mills was not discriminatory but was quite natural. 

Any firm starting out in this field since the end of World War II found that 
it could not enter the industry on the same basis as the old established stee] 
Warehouses. It had to find hew sources of supply, demand Was heavy. Many 
of us turned to conversion contracts. Others found steel in foreign markets 
While still others concentrated on the movement of steel Which had become sur 
plus to an individual industry or locale, Our own company had to move in a) 
directions since our sales had increased to a point where our mill allotment 
covered only about 5 percent of our requirements. 

There was a need and there still remains a need for a redistribution service 
{low termed a daisy chain) in order to place steel where it is required in this 
Vast, greatly expanded industrial structure which exists in this country today 
How can any single distributing firm keep abreast of the metal requirements « 
307,100 companies? If a distributor is doing 


a good job in his particular area 
he will have many opportunities to be of real 


service by locating niaterial for 
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manufacturers, that is material that they require for production and which is 
not currently in stock. If distributor A needs steel for an account and distributor 
B has that item available, is not the national interest furthered if that scarce 
tem is moved into production? 

Let us go one step further. Suppose that manufacturing plant A has surplus 
teel on hand. Out of 307,100 industrial plants in the country it would be tm 
possible to know just who could make use of this special item. The logical step 
for the manufacturer to take is to Gffer the steel to a local warehouse which we 
ean call B. At the same time, in some other section of the country, manufactur 
ing plant C has an urgent requirement for steel which they cannot locate. It 
may very well be a defense item or it may be material effecting the employment 
or temporary work release of many men. The second manufacturing plant ¢ 
will probably call all of its warehouse sources of supply, one of wWhotl desay 
have knowledge of the item (we can call this warehouse D) I) may have nad 
he offering from B or perhaps B offered to E, another distributor, who offs 
ti 1) 

Of course the price will increase each time that the steel Changes hands but 
without the profit incentive this scarce material would not move. We have used 
an extreme example involving many middlemen but we maintain that even such 

movement as described is not only beneficial te all parties involved but is alse 
for the national good 

A descriptive analogy might be the purchase of Corporation stock without a 
stock exchange. What a difficult time one would have in purchasing a given 
stock if he had to locate another individual somewhere in this country wh 
mwhed the desired stock and wanted to sell it! 

To those of us in the industry the term “daisy chain” has always referred to 
an offering which was conceived in fantasy and was therefore not deliverable 
if the term is now being used in a derogatory way to cast aspersions at those 
who engage in a legitimate business function then we have a truly sad stat 
of affairs. 

In this paper it has been necessary to concentrate upon one phase of the op 
eration of the steel distributor who has entered the field relatively recently 
Most of us perform all of the normal steel warehouse functions ; Numerous people 
ire employed ; we maintain space for storage; we shear steel to size; we grade 


and sort, ete. Large amounts of capital are invested in buildings and machinery 
Hundreds of thousands of dollars are tied up in accounts receivable, other great 
amounts are in inventory; an inventory which has declined in value to half of 
its former market price in the last 60 days. Those firms who have been carry 


ng inventory purchased at market value have recently taken a severe set-back 
financially, Luckily our own company is not included 

In conclusion we wish to take exception to the application of “gray market,’ 
“profiteer,” “daisy chain” or any such term to the industry in which we engage 
rhe need for the study of semantics in some circles is very evident. 

We reaffirm our belief that we are performing an honest and useful service 
within the economic structure of this republic for the good of individual com 
painies with who we deal, for the good of our employees and foremost, for the 
cood of the Nation 








STEEL GRAY MARKET 


THURSDAY, NOVEMBER 29, 1951 


UN trep STATES SENATE, 
SUBCOMMITTEE ON MospiLizATION AND PROCUREMENT OF 
THE SeLect CoMMITTEE ON SMALL BuSINEss, 
Detroit, Mich. 

The subcommittee met, pursuant to recess, at 10:10 a. m. in room 
734, Federal Building, Detroit, Mich., Senator Blair Moody (chair- 
man) presiding. 

Present: Senator Moody. 

Also present: Lawrence G. Henderson, staff director, Small Busi- 
ness Committee; Charles M. Noone, counsel; William D. Amis, in- 

vestigator. 

Senator Moopy. This is a hearing of the Subcommittee on Mo- 
bilization and Procurement of the Senate Small Business Committee. 
We have invited Senator Ferguson to come today. Unfortunately, 
he was out of town and won’t be able to join us. I wish he were here 
because I think some of the testimony would be of interest to him. 

The subcommittee has held hearings in four cities and this will be 
the fifth of the series. The hearings began in Detroit in July. Since 
that time the committee has heard witnesses in Washington, Pitts- 
burgh, and Chicago. Shortly, witnesses will be heard in Cleveland, 
Ohio. 

A great number of small-business men have been complaining to 
the Senate Small Business Committee about their inability to obtain 
steel and other metals through normal channels of distribution. Tes- 
timony heard by the committee in its earlier hearings reflects that a 
consider ‘able amount of steel is escaping from the normal channels 
of distribution and increasing in price to the point where many small- 
business men are unable to ‘buy the material. That is also true of 
nickel and other materials. 

We discovered that nickel which ordinarily sells in the market for 
67 to 70 cents has been selling for as high as $4.50 a pound. Certain 
buyers were unable to buy it, and in many cases the small-business 
men were deprived of it. The shortage of steel, nickel, and other 
metals at normal prices has threatened to force the small-business 
man out of business. Our very competent staff has been investigating 
this situation in Detroit for a number of weeks. Information received 
from small-business men throughout the country, and inquiries con- 
ducted by members of our staff, have disclosed that a large amount 

high-priced steel and other metals is being distributed through 
steel brokers in the Detroit area. 

The purpose of today’s hearing is to examine the process by which 
teel escapes from normal channels of distribution and to e xplore the 
possibility of reducing this type of activity to an absolute minimum. 
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We are going to hear first from some small-business men who have 
been unable to obtain steel through the normal mill and warehouse 
sources. We shall also hear from businessmen who have paid high 
prices for steel and trace the path of particular shipments in order 
to locate the source of the steel and to determine why the prices in- 
creased in each instance through the various chains of sales and 
resales. 

I might say that in Chicago last week we found that a manufacturer 
in the Detroit area, the Daisy Manufacturing Co., of Plymouth, had 
to pay more than double the mill price of steel, the steel passing 
through the hands of five and sometimes six brokers. Most of these 
dealers contributed nothing to the economy of the country, but more 
than doubled the price of the steel as it came from the mills. The 
executive vice president of this company stated that the steel mills 
refused to give him more than 12 to 14 percent of the steel he needed 
to operate, which of course Was insufficient to keep him in business. So 
that particular company, that particular small business, had the alter 
native of going into the gr: LV mn irket and eine steel and pay ing high 


prices for it, or going out of business and laying r off several hundred 


employees. 

Qur primary objective in these hearings is to eliminate the system 
whereby low-cost steel escapes from normal channels of distribution 
and winds up as high-priced steel which small-business men are unable 


to buy. 

I would like to make the request that all witnesses that are unde1 
subpena retire the jury room, which is in the back of the courtroom, 
except Mr. R. J. Schuler, vice president of A. V. Cauhorn & Co. who 
will be the first witness. 

Mr. Schuler, do vou solemnly swear the testimony you are about to 
give will be the truth, the whole truth. and nothing but the truth, so 
help you God / 

Mr. Scuuter. Yes, sin 


TESTIMONY OF R. J. SCHULER, VICE PRESIDENT, A. V. CAUHORN 
DISTRIBUTING CO., DETROIT, MICH. 


Senator Moopy. Mr. Schuler, will you state your business, please ? 

Mr. Scuuter. Vice president of the Cauhorn Distributing Co. 

Senator Moopy. What kind of a corporation is that, Mr. Schuler ? 

Mr. Scuuver. We are distributors of heat and air conditioning 
equipment, and allied material that goes along with it. 

Senator Moopy. How many people do you employ ¢ 

Mr. Scuuter. We have 12 in that one department. 

Senator Moopy. ‘Twelve in the one department ¢ 

Mr. Scuvuuer. Yes. 

Senator Moopy. Is it a Detroit firm? 

Mr. Scuvuuer. Yes. 

Senator Moopy. Will you state the address ? 

Mr. Scuvter. 9999 Broad Street. 

Senator Moopy. Mr. Schuler, have you been able to obtain steel from 
normal sources @ 
' Mr. Scuvuer. No, sir. 


Senator Mo DY. You have not 4 
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Mr. Scuvuter. We haven’t been able to vet the steel that we require. 

Senator Moopy. Who is your usual supplier ¢ 

Mr. Scuurer. Usually the Republic Steel Corp. They take care of 
us on the mill basis, and established jobbers in town like Central Steel 
& Wire and Jones & Laughlin, people like that, the regular peop le. 

Senator Moopy. Ordinarily you bought directly from Republic or 
from one of the jobbe rs ¢ 

Mr. Scuuuer. Yes, sir. 

Senator Moopvy. Did you endeavor to get steel from Re} mublic 4 

Mr. Scuuter. We have gotten some but not the type we wanted or 
the quantity that we wanted. 

Senator Moopy. What proportion of your steel requirement were 
you able to get from Republic ¢ 

Mr. Scuuter. Well, probably about 25 to 30 tons. 

Senator Moopy. About 25 to 30 tons¢ What proportion of your 
normal production were you authorized to proceed with by the N PA’ 

Mr. Scuvuter. Around 25 tons. 

Senator Moopy. Twenty-five tons / 

Mr. Scnvuter. A month. 

Senator Moopy. Whi: at is that in terms of your usual production / 

Mr. Scuvter. That 25 tons which will take care of us 100 percent. 

Senator Moopy. In ee ‘rv words, NPA—— 

Mr. Scuucer. They have authorized us to buy that much. 

Senator Moopy. ‘They have authorized vou to produce 100 percent 
of your normal capacity / 

Mr. Scnuter. Yes, sir. 

Senator Moopy. You couldn't vet the steel from normal sources / 

Mr. Scuuter. That’s right. 

Senator Moopy. Where have you been getting the steel / 

Mr. Scuuter. Well, we have been getting some from - local ware 

uses and some of it we had to pay the higher price for i 

Senator Moopy. What price were you paying / 

Mr. Scnvter. Oh, around 14, 15 cents a pound for galvanized steel. 

Senator Moopy. That is about $280 to $300 a ton, is that correct / 

Mr. Scnuuer. Fifteen cents a pound. 

Senator Moopy. Fifteen cents a pound, $300 a ton? Any higher? 

Mr. Scuuter. Yes. 

Mr. Noone. Mr. Schuler, what would be the normal price for that 
galvanized steel 4 

Mr. Scuuer. From the mill it runs around 714 or 8 cents. 

Mr. Noone. So that you are paying a premium of approximately 100 
percent over the warehouse price. Can you name some of the com- 
panies that have offered you this high-priced steel ? 

Mr. Scuuter. Well, the prices that were quoted on the steel were 
just telephone conversations from different parties and I was not inter- 

ested in the price. We are buying some here in Detroit from one 

ompany for 15 cents a pound. 
Senator ee From what company ?/ 

Mr. Scnurer. J. A. Lawindo. 

Mr. Noonr. How would these people get in touch with you? You 
sav vou would discuss it by telephone. Would they eall you / 

Mr. Scnurer. Usually they call us. They know we buy galvanized 

d they offer us the steel. 
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Mr. Noone. Would they identify themselves in these telephone 
conversations ? 

Mr. Scuuter. Usually; yes. 

Mr. Noone. Would they tell you where the steel would be coming 
from ? 

Mr. Scuuter. In some cases; yes. In one particular case they said 
it would come out of Birmingham, Ala., and I have a post card here 
from a company in New York that is offering me carloads of galva- 
nized at $19.65 a hundred pounds. 

Mr. Noone. That is approximately four times the mill price 4 

Mr. Scuuter. It is about, not quite. The mill price is around 7% 
5 cents. 

Mr. Noone. About three times ? 

Mr. Scuuter. Approximately three. 

Senator Moopy, What is the name of that New York company ¢ 


or 


Mr. Scuu.er. Gevvant Steel Products Co., 1759 West Farms Road, 


New York 16, N. Y., and the price was $19.85, prime galvanized sheets 
in carload lots. 

Senator Moopy. Is that a communication from that company you 
have there? 

Mr. Scuuter. That is it. 

Mr. Noone. Do you buy some of this high-priced steel, Mr. Schuler ¢ 
Mr. Scuuter. We buy just what we ne ed, and as high as we've eve) 
one on the price is 15 cents. We turned down everything about 16, 

18 cents. 

Mr. Noone. How does that affect your normal operations, does it 
add much to the cost of the product ? 

Mr. Scutvter. It adds to it to a certain extent. We sell furnaces 
and the people that buy the furnaces would like us to furnish them 
with the steel to make the duct work. So, we are deprived of that 
business because we tell them we can’t give them any galvanized 
They say they will have to buy from the other distributors in tow: 
that have the galvanized. 

Senator Moopy. What about the high price of steel, does that affect 
your price ? 

Mr. Scuvter. It wouldn’t affect the price on the sale. The heating 
contractors are so glad to get the steel, they go along with the price 
we pay for it. 

Senator Moopy. Have you had to increase your price of furnaces 
because of the higher prices of steel ¢ 

Mr. Scuuter. No; we sell the furnace separate from the steel. I 
other words, the furnace has a price and the steel goes with it. I 
isn’t an installation, it goes with the contract. 

Mr. Noone. What is the highest price you’ve ever paid: is it 1: 
cents ? 

Mr. Scuuter. Fifteen cents is the highest. 

Mr. Noone. What quantities have you obtained ¢ 

Mr. Scuvuter. Just a couple of tons at atime. Maybe 4,000 pounds 

Senator Moopy. Did you ever make any gifts or give any other forn 
of gratuities to anyone to get steel ¢ 

Mr. Scuuter. No, sir. 

Senator Moopy. You did not? 

Mr. Scnuter. No, sir; wasn’t necessary. 


17. 
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Senator Moopy. Do you customarily get an invoice when you receive 
steel ¢ 

Mr. Scuuter. Yes, sir. 

Senator Moopy. In the invoice, have you been charged for freight 
on that steel ¢ 

Mr. Scuuter. No; we buy it f. o. b. Detroit. 

Senator Moopy. F. o. b. Detroit ? 

Mr. Scuuter. Yes. 

Senator Moopy. So there has never been any phantom freight charge 
to you as there was in the Daisy Manufacturing Co. case ? 

Mr. Scuuter. No. May I say something? 

Senator Moopy. Yes, sir. 

Mr. Scuuter. Through the ordinary channels, like Central Steel 
and Wire and Steel Sales and those types of warehouses, we get an 
order placed with them and they give us two or three bundles of it. 
They can’t give you any quantity. There are over 800 heating con- 
tractors in the city of Detroit: they are all drawing from the same 
warehouses, like Steel Sales, and so forth, so they can’t give you any 
quantity. Maybe one bundle of four or five hundred pounds, and you 
need over 500 for one furnace. 

Senator Moopy. What would have been the effect on your business 
if you had had to rely on the usual channels of distribution? If you 
had obtained only the steel you would have obtained from them, what 
would be the effect on your business? 

Mr. Scuuter. It would have affected it quite a bit. 

Mr. Noone. Therefore, Mr. Schuler, in spite of the fact that you 
have an NPA allotment for this 25 tons a month, even with the allot- 
ment, you cannot place it through normal channels, normal sources ; 
you must go to the higher-priced markets to get your requirements ? 

Mr. Scuurer. Here’s an order I placed with Republic, and there 
is their answer, saying they couldn’t handle it. 

Senator Moopy. Could we see th: at letter, please ? 

This is a letter signed by G. F. Hess, district sales manager of Re- 
public Steel, saying: 

The mill advises that the order cannot be accepted at this time. The order 
was for 50 tons of galvanized sheets for the first quarter. 

Thank you very much, Mr. Schuler. 

(Witness excused. ) 

Senator Moony. Richard T. Hill here ¢ 

Voice. He’s in the witness room. 

Senator Moopy. Ask him to come out, please. 

Is Mr. Emmer here? Both of them. 

Mr. Hill, do you solemnly swear that the testimony you are about 
to give will be the truth, the whole truth, and nothing but the truth, 
<0 help you God? 

Mr. Hinz. I do. 

Senator Moopy. Mr. Emmer, do you solemnly swear that the testi 
money you are about to give will be the truth, the whole truth, and 

nothing but the truth, so help you God ¢ 

Mr. Emer. I do. 





148 STEEL GRAY MARKET 


TESTIMONY OF RICHARD T. HILL AND GEORGE J. EMMER, TRUGAS 
CONSTRUCTORS, INC., DETROIT, MICH. 


/ 


Senator Moopy. Mr. Hill. do you want to speak for your company ‘ 

Mr. Hiuu. Yes. 

Senator Moopy. State yvour hame, address, and business. 

Mr. Hinn. My name is Richard T. Hill, our business is known as 
Trugas Constructors, Inc.. at 1740 Book Tower, Detroit. 

Senator Moopy. Will vou describe the nature of your business ¢ 

Mr. Hinx. Our business is the construction and oP of 
propane, butane gas plants, either for supplemental gas or for full 
load gas. 

Senator Moony. IT see. You are normally a user of steel ¢ 

Mr. Hitn. Percentagewise to the business, in a very large extent. 

Senator Moopy. State what the percentage ts. 

Mr. Hitt. Well, we have at the present time, approximately S600, 
000 of oe on the books. se that S600,000, approximately S200, 
O00 of it is directly involved in base cost of fabricated steel tanks. 
These ts ie are approximately 70 feet long by 9 feet in diameter, and 
we use approximately 42 tons of a 0.212 steel for each tank. 

Senator Moopy. Who i is your normal supp lier of steel ¢ 

Mr. Hit... The normal supplier to us and has been for quite a pe 
riod of years is the Posey Iron Works at Lancaster, Pa., formerly 
known as the Laneaster [ron Works. 

Senator Moopy. That’s a steel mill ? 

Mr. Hit. No; they are fabricators 

Senator Moopy. Of steel ? 

Mr. Hinn. That is right. They, in turn, purchase most of this steel 
from Worth or Luken Steel at Coatesville. 

Senator Moopy. I see. Were they virtually your only supplier in 
the past ¢ 

Mr. Hitt. They have been: ves. 

Senator Moopy. Have you had difficulty getting steel from them! 

Mr. Hiti. We have most certainly had difficulty. 

Senator Moopy. Will you tell us about those difficulties / 

Mr. Hinw. Yes; I think I can outline this briefly. 

We have on order, as I said, 26 of these 30,000-gallon tanks, weigh- 
ing ap proxim: ite ly 54,000 pounds apiece, The a tanks that we se 
cured through Posey Lron was in January or was it December ¢ 

Mr. Eumer. December. 

Mr. Hinw. December of 1950. Since then, we’ve been unable to ob 
tain one solitary tank. 

We have orders from outfits like Chevrolet, Chrysler Corp., Corning 
Glass. Timken Detroit Axle, General Electric, Ardnot Realty, Biabive 
Steel, who, in the ultimate end, are all supplying something for the 
war effort. 

Now, we received our order for the Chevrolet job on February 16 
of 1951, with a DO 98 priority which was extended to us and we in 
turn extended it to the fabricator and they in turn extended it to the 
mill. Due to some changes made in Washington, which I'll go into 
a little later, that deal was changed and we finally got a DOZ 9 under 
NPA regulations on July 3, approximately 5 months wait in there, 
and we have not as vet received those tanks. That steel is supposed to 
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be in in December and we will have the tanks, if everything goes well, 
in January. 

Senator Moopy. For what end purpose was that steel to be used? 

Mr. Hinz. That was to build the propane tanks to go into the plant, 
the propane plant at ‘Toledo, Ohio, for Chevrolet. ‘They in turn are 
making truck transmissions and rear axles for the Army Ordnance. 
In other words, this priority came from the Army. 

Senator Moopy. The reason you had a DO on it was that it was a 
military order / 

Mr. Hin. That is right. 

Senator Moopy. Have you tried to buy steel from other sources ¢ 

Mr. Hinw. Yes: we have tried to buy steel from other sources. con 
sistently. 

Senator Moopy. Have you been successful ¢ 

Mr. Hiti. No: we have not. 

Senator Moopy. You have not? 

Mr. Hinz. No. Now, we have another job which is Chrysler Corp 
at Newark, Del., that in turn is tank arsenal. We received a DO 21 
on that under NPA. Originally there was another DO on it but that 
was changed. Il can go right through the list and we’ve vot about the 
same situation. In other words we have every job except one, the end 
result will be in the war effort and we have as yet to receive one tank 
on these orders. 

Senator Moopy. What effect has that had on your business? 

Mr. Hitn. It has forced us into a situation of not being able to 
receive the tanks and install them and holding back on the rest of the 
jobs because of the lack of tanks. For the simple reason that our 
profit Is in delivery, we have been placed in the situation where we 
have, as I said, better than $600,000 worth of business. We have ap 
proximately $127,000 gross profit involved, and we were forced on 
the 9th of this month, to file under section 10 of the Bankruptey Act. 
because we were unable to meet all our bills because we haven't been 
able to deliver the business. 

Senator \Moopy. In other words, you couldn't collect by selling youl 
produet and therefore, you couldn't meet your obligations ¢ 

Mr. Hiwzu. That is correct. 

Mr. Noonr. Your situation is directly attributable to your inability 
to get steel, is it not / 

Mr. Hin. Completely, yes 

Mr. NOONE. Now. what ty pe of steel is used in these tanks ¢ 

Mr. Hiri. The tanks are made out of 31 30 section, A +1 fire crock 
steel, 

Mr. Noone. Do you know the usual warehouse price on such steel 4 

Mr. Hitz. I believe it is in excess of $100 a ton. 

Mr. Noone, $100 a ton, or roughly 5 cents a pound. 

Mr. Hii. I believe so. 

Mr. NOONE. Have you had any offers to purchase that Ly pe of steel 
at any price ¢ 

Mr. Hinn. Yes, we did have. We had one offer from a man who 
called from New York, after it was known in the papers that we wert 
in our financial difficulties, stating that he could deliver foreign stee! 
at approximately, if I can ask Mr. Emmer a question? What was the 
price that he quoted ? ¢ 
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Mr. Emmer. Said his price would be approximately double domesti 
price. 

Mr. Noone. Approximately double ? 

Mr. Hitz. That is right. 

Mr. Noonr. Have you been approached by any other persons offering 
steel to you at above-market price 4 

Mr. Hinz. No. 

Mr. Noone. Have you approached any people other than your not 
mal sources for steel ? 

Mr. Hitu. No: we have not. Even if the steel were available to u 
in any other chi annel than the regular channels, it would be economi 
bankrupte v for us to try to do that, because the amount of steel tha 
is involved to the dollar value to the end product. 

Senator Moopy. In other words, the fact that you are cut off fron 
your primary supplier of steel at a time when a great deal of steel 1 
flow ing through the gray market and away from their normal channe ls 
of distribution, it puts you in a position where you have no alternative 
but to go into bankruptey / 

Mr. ov That is right. 

Mr. Noonr. Your situation is unchanged, the outlook on steel 
still 

Mr. Hirt. The steel will be available, we are told, by the use of these 
priorities which have been applied, so that we will start receiving our 
first tanks early in January. 

Senator Moopy. When you had a DO order and this work was on 
military order, what reason was given to you by Lancaster for not 
delivering this steel ? 

Mr. Hitz. Well, I can tell you that allotments for 800 tons of thi 
particular type steel were given to Lancaster for the third quarter, 
and they were unable to place one single pound of it with the mil 
because the mills in turn had been closed out on their quotas, 

Senator Moopy. You feel that the fault lay not with Lancaster, but 
with the inability of Lancaster to obtain from the primary supplie) 
enough steel to fabricate for your purposes. Is that correct / 

Mr. Hix. That is correct. 

Now, if I may add one point here, which as I said I would go int 
this a little later, the reason for some of our particularly long waits 
has been that when, these original DO’s came out, they were suppose 
tostandasa firm DO. In other words, an allotment. But durme t 
early summer, when we submitted some of these orders through Pos 
Iron and they in turn submitted them to the mill, they were boune: 
back at us. 

In trying to find out why they were bounced back, being good prioi 
ties, over a period of time, I would say 6 or 7 weeks, I began to find 
thread that I could follow and IT fin: ally contacted on Monday—We« 
nesday, rather—June 20, Mr. Frank Watts, who was at that tin 
head of the Petroleum Administration for Defense in Washineto! 
1 asked him why these orders were being tossed back, and he sa 
unoffirially that he had sent telegrams to these mills, stating that the 
were not to accept any fourth quarter delivery steel DO’s, without 2 
CMP allocation. This was considerably prior to the time the CMP 
allocations were supposed to go into effect. During the time that thes 
orders were bouncing back at us, I would advise Chevrolet that there 
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was an order, that they had to have a CMP allocation. They in turn 
would call the central office and that office would call the CMP and 
they would say there is no such allocation, and that Mr. Watts ap 
pare snthy jumped the gun by 6 or 7 weeks. 

Senator Moopy. Mr. Watts was a little eager; wasn’t he? 

Mr. Hitz. I would say so. Between the date of February 16, when 
we had a legitimate DO, General Motors, Chevrolet was unable to get 
that recertified until July 3. 

Senator Moopy. That must have helped you a lot / 

Mr. Hint. Well, we have had this plant completed, would have had 
this plant completed by now if that original one had stood and we 
have others that are in the same situation. 

Senator Moopy. So that the fault may lie with any basic steel 
suppher that allows steel to get out into the gray market, and also 
lies in part with the inability of the Petroleum Administration and 
the NPA to agree on what the regulation is. 

Mr. Him. I believe that is true. I don’t know if this is a fact, but 
t is scuttle butt along the trade—— 

Senator Moopy. Scuttle butt isn’t very good testimony, but go ahead. 

Mr. Hini. The steel— 

Senator Moopy. The period of transition of the CMP was expected 
to be a difficult period. Not knowing the details of this case, of course, 
we can’t come in on this case, but I don’t see any reason why there 
should be that much of a misunderstanding. But the period of putting 
CMP into effect and getting these materials under control was expected 
and declared by Manley Fleischmann to be a period of readjustment. 

Mr. Hix. That is right. 

Senator Moopy. Thank you very much, gentlemen. 

(Witnesses excused. ) 

Mr. Noone. I would like to repeat an announcement made by the 
hairman at the outset. We would like the witnesses under subpena 
to remain in the jury room at the rear of the room until called by the 
marshal. Any witnesses arriving after the opening of the hearing, if 
you will please go to the jury room, we shall call you when you are 
needed. 

Senator Moopy. I am happy to note that Mr. John Frank, district 
nforcement director of the Office of Price Stabilization, is in the 
udience today. I would like to say that this committee is grateful 

r the assistance given to the committee by the local office of OPS 
believe the information brought out in these hearings is going to be 
hel pfal to OPS. We are also happy to have with us today Mr. Neal 
K. Durham, who is in charge of compliance for the Detroit office of 

e National Production Authority. 

Mr. Harry W. Liebergott. Will the marshal please ask him to 
ome out ? 

Do you solemnly swear that the testimony vou are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
(rod ¢ 

Mr. Lierereorr. I do. 

Senator Moopy. Give your name and address and business ? 

Mr. Lresercorr. Harry W. Liebergott. 2136 Boston Boulevard, 
Detroit. 

Senator Moopy. Will vou tell us the nature of your business ? 

Mr. Lrenercorr. I’m a manufacturer of and steel broker. 
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Senator Moopy. What percentage of your business is manufacturing 
and what percentage is acting as a steel broker @ 

Mr. Lrenercorr. I would say 80-percent broker and 20-percent 
manufacturer. 

Senator Moopy. Eighty percent brokerage / 

Mr. Lienercorr. Yes. 

Senator Moopy. How much steel have you dealt in in the last year, 

1951, say / j 

Mr. Lienercorr, I don’t know the exact figure. Say roughly 7,000 
or 8.000 tons. 

Senator Moopy. Seven or eight thousand tons. Will you tell us how 
you operate as a steel broker, Mr. Liebergott ‘ 

Mr. Liesercorr. I buy and sell steel. 

Senator Moopy. From whom do you buy it ¢ 

Mr. Liesercorr. Almost any place I can get it. 

Mr. Noone. Will you name some of your sources ‘ 

Mr. Liesergorr. I'd rather not. 

Mr. Scureiser. I’m counsel for Mr. Liebergott. 

Senator Moopy. State your name for the record. 

Mr. Scurerper. George Schreiber. 

Senator Moopy. Detroit attorney ‘ 

Mr. Scurerper. Yes. 

Senator Moopy. Why would you prefer not to name your sources, 
Mr. Liebergott ? 

Mr. Scureiber. I think I'd rather interject. 

Senator Moopy. Would you like to be sworn ¢ 

Mr. Ss HREIBER, I*m hot testifying here. I would like to make a 
objection on behalf of my chent to the question, if I may. 

Senator Moopy. Cert: ainly. What is the objection / 

Mr. Scurerper. 1 would like to state that a broker is a stock in trade. 
The secrets of his business, you might say, are the sources from whom 
he obtains his steel. ‘This information costs him—costs m: iny of these 
brokers thousands of dollars. ‘The sy have to hire e mip lovees to seare! 
out this steel, they have to spe nd considerable time of their own, 
trying to find where this steel is to be located. I say to compe! 
any broker to reveal this information would be to take his propert) 
without due process of law, because thos e are his bu siness assets. 

Senator Moopy. Let me ask you a question and you can object to it 
if you want to. Do you get your steel, Mr. Liebe reott. from certan 
sources regularly or do you have to seek it out / 

Mr. Lievercorr. I have no regular source. 

Senator Moopy. You have no regular source. Then, how would 
damage you to disclose a source that you have found out after thi 
fact ¢ 

Mr. Lievercorr. Well, I do get quite large quantities from severa 
places, but I wouldn’t consider them regular sources because they ar 
not regular commitments. But at the same time I prefer keeping 
them secret. 

Senator Moopy. Let me ask you this What price do you pay for 
this steel, ordinarily, Mr. Liebergott ‘ 

Mr. Liersercotr. It varies. 

Mr. Noone. What is the highest price you ve ever paid for steel? 

Mr. Liesercorr. I wouldn't remember exactly, Vd say 18 or 19 cent 
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Senator Moony. Eighteen or nineteen cents a pound ¢ 

Mr. Lrenercorr. Yes. 

Senator Moopy. What is the highest price you ever sold steel ? 

Mr. Lieeercortr. I believe it was nineteen and a quarter. 

Senator Moony. Nineteen and a quarter. To whom do you ordi- 
narily sell steel? Do vou sell it to users or other brokers ¢ 

Mr. Lies RGOTT. Other brokers. 

Senator Moopvy. To other brokers. 

Mr. Noone. Do you perform any service in handling this steel? 

Mr. Lireercorr. I do to this extent. I have seven or eight cus- 
tomers out of State who ask me for certain items and I try to find them 
that material. 

Senator Moopy. You get the steel from the Detroit area and you 
ship it out of the State; is that correct ¢ 

Mr. Lresercorr. That is correct. 

Senator Moopy. From brokers or from primary sources of supply 
in the Detroit area: is that correct 4 

Mr. Lievercorr. That is correct. 

Senator Moopy. And how many pounds or how many tons of steel 
have you shipped out of the Detroit area in 1951? 

Mr. Lienercorr. Seven or eight thousand tons. 

Senator Moony. Seven or eight thousand tons. Did you know, Mr. 
Liebergott, that there were businesses in the Detroit area that were 
unable to get steel and were threatened with being put out of busi 
ness because they couldn’t get steel 4 

Mr. Lirsercorr. I’ve heard of no one being threatened with going 
out of business. 

Senator Moopy. You knew there were businesses having difficulty 
vetting steel: correct ¢ 

Mr. Ligpercorr. Yes. 

Mr. Noonr. Do you take physical possession of this steel 4 

Mr. Lignercorr. Yes, I do. 

Senator Moopy. Do you have a warehouse? 

Mr. Liesercorr. I rent a warehouse, I rent space. 

Senator Moopy. You rent space in a warehouse. What warehouse 
ao you rent space 1n ¢ 

Mr. Lirnercorr. It’s the American Tool & Storage on Greenfield. 

Mr. Noonr. What is your usual inventory of steel—how much steel 
do you have in storage at the present time? 

Mr. Lirsercorr. Half a million pounds. 

Mr. Noonr. Half a million pounds. What is your monthly volume 
in pounds of steel ? 

Mr. Lissercorr. That varies. 

Mr. Noonr. What was it last month ? 

Mr. Lievercorr. I wouldn't exactly know. 

Mr. Noonr. What was it 6 months ago? 

Mr. Liesercorr. I couldn't give you an exact figure. 

Mr. Noone. An approximate figure, was it half a million, 
million, was it 10 million pounds ¢ 

Mr. Lrenercorr. It would be over a million. 

Mr. Noonr. Over a million pounds. Your inventory, you sav at 
the present time is about half a million pounds ? — 

Mr. Liesnercorr. Yes. 
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Mr. Noone. Do you buy that steel on your own account or as a broke 
for customers / 

Mr. Lizsercorr. I buy, I just buy steel as a broker. 

Mr. Noone. In other words, a customer comes to you saving, “I want 
a particular type of steel.” At that point you go out and look for steel ¢ 

Mr. Liesercorr. That’s true. 

Mr. Noone. You do not buy steel and hold it until a customer comes 
to you’ 

Mr. Lixsercorr. I would like to amend that. That’s what ve done 
We have just recently changed that. 

Senator Moopy. What are vou doing how ¢ 

Mr. Liesercorr. Well, now. when our customers ask us for an item, 
if we don’t have it, we try to find it. 

Senator Moopy. In the past you have bought steel and held it / 

Mr. Lirsercorr. Always bought steel and held it before se lling. 

Mr. Noonr. What is your average mark-up on steel 

Mr. Liesercorr. My 6-month statement shows 5.5 percent. 

Mr. Moopy. Mr. Liebergott. do vou have with you vour invoice No 
DOS01LS, dated March 8, 1951 ¢ 

Mr. Lirsercorr. Yes: I have. 

Senator Moopy. Would vou let me have it, please / 

This invoice which you just submitted for the record, Mr. Lieber 
gott, shows that you bought 13,500 pounds of steel from the Produc- 
tion Steel Coil, Ine. ~ of 20001 Sherwood Avenue, of Detroit. Is Pro- 
duction Steel Coil one of your regular sup yplie rs of steel / 

Mr. Lirsercorr. Yes: they are. 

Senator Moopy. How much steel have you got from Production 
Steel Coil since the beginning of 1951 ¢ 

Mr. Liesnercorr. | wouldn't remember. mean I wouldn't know 
the figures. 

Senator Moopy. Wouldn't know that. To whom did you sell this 
steel, Mr. Liebergott / 

Mr. Linsercorr. To a broker im Chicago, to a steel broker in Chicago 

Senator Moony. ‘To a steel broker in Chicago. Would you give us 
the name of that company / 

Mr. Liesercorr. I'd rather not reveal the name. 

Senator Moopy. Was it the Howard Steel Co. of Chicago? 

Mr. Liesercorr. Yes; it was. 

Senator Moovy. Will you describe the type of operation that the 
Howard Steel Co. runs? 

Mr. Liesercorr. I don’t know what their operation is. 

Senator Moony. I see. Will you tell us the price at which you sold 
to the Howard Steel Co. ? 

Mr. Liesercorr. Fourteen cents a pound. 

Senator Moopy. Fourteen cents a pound. Will vou tell us how long 
you held this particular shipment of steel ¢ 

Mr. Lireercorr. One day. 

Senator Moopy. One day. So that you took over the steel from 
Production Steel Coil at $6.05 a hundredweight and sold it the next 
day for $14 a hundredweight to a brokerage house in Chicago; is that 
correct ? 

Mr. Lresercorr. There is a corrected price on that invoice. That 
invoice was later corrected. 
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Senator Moopy. Was it corrected to seven and a quarter hundred- 
we ight ¢ 

Mr. Liesercorr. I don’t know the exact figure, but I know it was 
corrected. 

Senator Moopy. Do you have the credit memorandum on that ¢ 

Mr. Liesercorr. Yes; I do. 

Senator Moopy. Mr. Liebergott, did you bring in your records as 
specified in the subpena ? 

Mr. Liesercorr. Yes; I did. 

Senator Moopy. Will you turn them over to Mr. Amis, of the com 

\ittee, please ? 

In this particular deal which you put across in a single day, was 
that a case where they asked you to get steel, or did you buy that 
eel and then call up the Howard Steel Co., of Chicago ? 

Mr. Liesercorr. Well, I don’t remember that, but at that time my 

‘“uctice Was to buy before selling. 

Senator Moopy. To buy before selling. You had a ready market, 
pparently, for your steel. Is that correct ? 

Mr. Lizsercorr. Sometimes. 

Senator Moopy. What did you say a while ago your mark-up was? 

Mr. Liesercorr. My mark-up for the 6 months was 5.3. 

Senator Moopy. Here is a mark-up of nearly a hundred percent. 
In fact, if your invoice had not been corrected, it would be more than 
lOO pereent. 

Mr. Liesercorr. Fourteen thousand pounds is not representative of 
uv business. It is a very small part. 

Senator Moopy. I see. 

Mr. Noone. Did you get physical possession of this steel? 

Mr. Lirsercorr. Yes; I did. 

Mr. Noong. From Production ¢ 

Mr. Lresercorr. Yes. 

Mr. Noonr. In what manner ? 

Mr. Lirsercorr. The material was delivered to me; I don’t recall 
I they delivered or if my trucks picked it up—or delivered to my ware- 
house where I store my material. 

Mr. Noonr. It was picked up on one day and stored in your ware- 
ouse the same day, and the next day taken by your truck to Chicago? 

Mr. Liepercorr, By licensed truck. 

Mr. Noonr. Did you pay Production Steel at the time you picked 

p this shipment ? 

Mr. Lresercorr. I paid their usual terms; I believe it is 10 days. 

Mr. Noonr. What has been your maximum mark-up on steel? You 

(id you have an average mark-up of 5 percent. Now, we have one 

ipment marked up approximately 100 percent. Have you had any 

vher mark-ups ¢ 

Mr. Lirpercorr. I don’t remember; I could have. 

Mr. Noonr. How long have you been in the steel business, Mr. Lieber 


Mr. Lirsercorr. I’ve been buying steel for 5 years. 
Mr. Noonr. How long has the Livernois Tank Co. been in operation ? 
When was it organized ¢ 
. Lienercorr. Since April of 1947. 
Noone. Is it a corporation / 
.Lienercotr. No, sir; it’s a partnership. 
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Mr. Noonr. What was the original capitalization of the company ¢ 

Mr. Liepercorr. That I couldn’t give you. We actually put no 
capital into it when we started. 

Mr. Noone. What would you say is the net worth of the company 
today / ; 

Mr. Lienercorr. Well, that I wouldn’t know. I mean I couldn't give 
you an exact figure. In fact, 1 couldn’t even guess closely. 

Mr. Noonr. What are your physical assets ¢ 

Mr. Lrepercorr. My equipment. 

Mr. Noone. What does your equipment constitute / 

Mr. Liepercorr. All my plant equipment. 

Mr. Noonr. What would be the value of that equipment ? 

Mr. Lirvercorr. Offhand I couldn't tell you. 

Mr. Noone. Would it be a million dollars ¢ 

Mr. Liesercorr. No. 

Mr. Noonr. Would it be half a million dollars / 

Mr. Lresercorr. No. 

Mr. Noone. Would it be $100,000 ? 

Mr. Liesercorr. No. 

Mr. Noonr. What proportion of your business ts actually produetion 
of tanks and how mvrch is involved in the brokerage of steel ? 

Mr. Lirsercorr. Well, as I stated before, about 20 percent is manu- 
facturing. 

Mr. Noone. ‘Twenty percent manufacturing 

Mr. Liesercorr. Yes, sir. 

Mr. Noone. Do you vlna an NPA allotment now for steel 

Mr. Lirsercorr. No; I don't. 

Senator Moopy. When is the last time you sold any steel ? 

Mr. Liesercort. Yesterday. 

Senator Moopy. Yesterday. How much did you sell yesterday ? 

Mr. Lirvercorr. A few thousand pounds, not too muc ‘h. 

Senator Moopy. To whom do you sell it, Mr. Liebergott ? 

Mr. Lresercorr. Brokers. 

Senator Moopy. What broker? 

Mr. Lirsercorr. In Chicago. 

Senator Moopvy. The Howard Co.? 

Mr. Lierercorr. No. 

Senator Moopy. What isthe name of the broker in Chicago? 

Mr. Liesercorr. In fact, I will correct that. I did sell to Howard 
Steel Co. vesterday. 

Senator Moopy. You did. At what price? 

Mr. Lirsercorr. I sold them material yesterday for 1114 cents. 

Senator Moopy. Eleven anda half cents. Have you been trading in 
steel right along? 

Mr. Lierrrcorr. Yes: [ have. 

Senator Moopy. You have. When you sell steel, do you require your 
buyer to have a CMP order for it ? 

Mr. Liesercorr. No; I don't. 

Senator Moopy. Youdo not. Are you familiar with the regulations 
of the National Production Administration which require that ? 

Mr. Liesercorr. To an extent. 

Senator Moopy. What ? 

Mr. Liesercorr. I'm familiar with the regulations to an extent 
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Senator Moopy. Why don’t you follow the regulations ¢ 

Mr. Liepercorr. Well, I have. as far as I know. 

Senator Moopy. You have. Have you ever had a CMP order for 
one of your—— 

Mr. Liepercorr. No. 

Senator Moopy. You never have had a CMP order. 

As 1 understand it, you have acted as a sort of outlet of steel from 
the Detroit area into brokers and companies outside of Michigan that 
were looking for steel that they couldn't get elsewhere. Is that correct / 

Mr. Liesercorr. That is correct. 

Senator Moopy. Do you believe that Detroit is a plentiful source of 
steel through the gray market ? 

Mr. Liespercorr. That I wouldn't know. 

Senator Moopy. You woul In't know. You hi ive be en able, however, 
to supply considerable steel yourself to outside brokers ? 

Mr. Liesercorr. That is right. 

Senator Moopy. With whom do you deal at the Howard Steel Co. 

Chicago ¢ 

Mr. Lresercorr. With two of the partners and one of the salesmen. 

Senator Moopy. What are their names / 

Mr. Liesercorr. Harold Shiffnan, Morrie Lasrathe, and Bob Dill. 

Senator Moopy. Have you ever seen the Howard Steel Co. ¢ 

Mr. Liresercorr. Yes: I have. 

Senator Mcopy. Where is it located in Chicago ? 

Mr. Liesercorr. 500 North Dearborn. 

Senator Moopy. What sort of a district is that ? 

Mr. Ligsercorr. Business district. 

Senator Moopy. They have an office in a business building 

Mr. Lrenercorr. It’s in an office building, ves. 

Senator Moopy. Do they have a warehouse 

Mr. Lirnercorr. Well, that, | wouldn’t know. 

Senator Moopy. Have you been in their oflice ¢ 

Mr. Lienercorr. I’ve been in their offices twice. 

Senator Moopy. Can you describe the office ? 

Mr. Liesercorr. Well, if I am correct, they have a suite on the 
tenth floor, and I believe it’s 800 square feet. It has a reception desk 

the front to the side, and they have a big room for their salesmen 

nd a private office. 

Senator Moopy. What is in that big room for the salesmen ? 

Mr. Lirsercorr. Well, there are desks and telephones. 

Senator Moopy. Desks and telephones / 

Mr. Lirepercorr. Yes. 

Senator Moopy. How many salesmen do they have; do you know ? 

Mr. Liesercorr. That I wouldn’t know. 

Senator Moopy. Would you be surprised if there were six or eight 
men on the telephone a good deal of time, buying and valine won 

the gray market? 

Mr. Lirsercorr. I wouldn't know just what they do. 

Senator Moopy. Now, you say you got consider: able steel from the 

— ‘tion Steel Co. of Detroit: is that right / 
. Lievercorr. That is right. 

Senator Moopy. Did you ever get any stee] from the Elliman Steel 

Co. r Detroit t 


92785-—52 





158 STEEL GRAY MARKET 


Mr. Scureiper. I want to object to the use of these records for th 
purpose which I indicated before, if the commissioner please. The) 
are here for your perusal. 

Senator Moony. Let me ask you a question, if I may interrupt tli 
counsel. I don’t know what you think about the propriety of thi 
general operation, but I think that the public is entitled to know wha 
is going on here in this gray steel market. 

Mr. Scuremer. I’m not attac king the propriety of the operatio: 
or your right to go into this. As far as the public, the public should 
have the facts. I do not believe, however, that this man’s property. 
his information, his trade secrets should be revealed to the entir 
public and I’m objecting to this, because this cost him many thousand 
of dollars. 

Senator Moopy. If he had one or two sources of supply on which hi 
business depended, I think your objection might have some validity 
But here is a stack of papers several inches thick, showing companie 
all over Detroit that have sold this steel, and this steel has moved out 
of Detroit when people in Detroit are out of work for a lack of steel. 

I think Detroit hasa right to know where he vets the steel and wher 
the sources of the oray-market steel lie. 

Mr. Scureiwer. Well, I believe that this information can be obtaine: 
and already has been obtained. 

Senator Moopy. That is correct. 

Mr. Scureiber. | don’t think that it is necessary to reveal it throug! 
this witness’ records. 

Senator Moopy. Why shouldn’t the public know it? As a membe: 
of the bar, do you take the position that the people in Detroit should 
not know the price of gray-market steel in Detroit ¢ 

Mr. Scureiser. I am here to protect this witness, and I am here t 
protect this witness’ property and interests 

Senator Moopy. Fan have a right to do ‘th: at, of course. But, as | 
said a few moments ago, I fail to see why, when there are—I don’t 
know exactly—perhaps a dozen or 20 different sources, his interests 
are in jeopardy at all. 

Mr. Scuremer. That is all the more reason. If he had only one o1 
two sources, it wouldn’t be as important. The finding of these sources 
and the establishment of these contacts has undoubtedly been of great 
expense to him, and we would like to protect them. By using the term 
“oray market” and similar terms, you have indicated that this witness 
is in some illegal type of enterprise. 

Senator Moopy. Oh, no; it is not illegal. That is the trouble. | 
should have been made illegal before, in my judgment. But it is not 
lilegal. 

Mr. Scurerper. That's my opinion, too. But I do not think that th 
witness should be placed in a bad light; and I think that his records, 
although made available to you on your subpena, should be used by y« 
In any way that you see fit, if it may benefit the Government or t 
people of this city or any other c ity in this country. 

Senator Moopy. Let me say first to you that this is not the only 
ness that is going to testify here today on this subject. 

Mr. Scureiper. I believe that. 

Senator Moopy. In the second place, I did use the phr ase “gray ma 
ket.” If it were illegal, I would have used the phrase “bl: ack market. 
[ think you will agree—and it’s certainly been true of testimony take 
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other cities—that small-business men and incidentally large-busi- 
ness men, as large a corporation as the General Motors Corp., in the 

ickel field, and such large corporations as Gener: al Electric and West- 
| nghouse, have had to pay prices ranging several hundred percent of 
the normal price at a time when they are told by their primary steel 

pp liers that there is no steel and they can’t supply them. Now, we re 
the business of getting to the bottom of why that information is 
viven out and whe re this steel comes from, and I might say to you th at 
next Monday in Washington we're going to have some very dis 
culished gentlemen from the steel industry on the stand to testify 
on this point. I see no reason why this witness shouldn't testify, and I 
| going to overrule you. 

Vir. Scurerper. | think the earnings of General Motors would be in 
excess of the 5.3 percent which this gentleman savs he has earned 

; business. 

Senator Moopy. That isn’t the point. 

Mr. Scureiper. The point is this: I can’t see what end would 
served by revealing to the public every source from whom this gentle 
man purchases material and every source to whom he sells his ma- 
terial. The point has been established; he’s testified as to what his 
earnings are, 

Senator Moopy. I'll tell you one reason, and that is we think this 
practice should be stopped; and we think that, if the public knows 
about it, there is a better chance of stopping it than if - public 
doesn't er about it: and, whether it can be stop ped or not, we think 
the public, na city where thousands of people are inaieiinaiad for 
lack of aoe ought to have the facts. 

Mr. Scurerer. On that, sir, I agree with you. But I believe it 
should be stop yped by some action of the Government, and not by 
volunts ry action. 

senator Moopy. The point is, we re trying to vet the facts so we 

in stop it. If you will let your witness help us, I think we can do it 

Mr. Scurerer. I don’t think it can be served, the public, by de 

uncing this witness here. 

Senator Moopy. I haven't denounced the witness. 

Mr. Scuremer. Maybe so. These records are here for your use, and 
can use them, but we object to your making them public. 

Senator Moopy. Let me LO ahead with the questioning. 

Have you bought any steel from the Copco Steel X Kneineering 
Mr. Liebergott ? 

. Liepercorr. You have the records right there. 

Senator Moopy. Will you answer the question ¢ 

Mr. Lresercorr. I'd prefer not to. 
nator Moopy. I will direct you to answer the question. 

Mir. Scureiper. I’m objecting to his answering a question for the 
on stated. I believe you are taking away this man’s property 
out due process. 

Senator Moopy. Do you feel it incriminates him / 

\ir. Scuretper. It might. 

Senator Moopy. How 4 

\r. SCHREIBER. Well, Id rather not go into the leeal aspects of 
ise at this time. 

Senator Moopy. Pll direct you to answer the questio n. Mr. Lieber- 

The only reason your witness has given is that he prefers not 
swer it, and I'm directing him to answer it. 
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Mr. Scurerper. It’s not answering it under advice of counsel. 

Senator Moopy. For what reason ? 

Mr. Scureiper. For the reason that the source from whom he 
obtains his material is his private property. 

Senator Moopy. That’s not a sufficient reason. Will you please 
answer the question, Mr. Liebergott ? 

Mr. Ligsercorr. You have the records; I buy from Copco Steel, 

Senator Moopy. Did you buy steel from the Copco Steel & Engi 
neering Co. of 14035 Grand River Avenue in Detroit ? 

Mr. Liaepercorr. Yes. 

Senator Moopy. You did. Did you buy steel from the Elliman 
Steel Co., of 2700 West Warren Avenue, Detroit ? 

Mr. Liesercorr. I did. The records show that. 

Senator Moopy. That is correct; the records do show it. Did you 
buy steel from the Barry Steel Co., of 302 United Artists Building in 
Detroit ? 

Mr. Lierercorr. I did. 

Mr. Noone. Have you purchased any steel from the Knoll Stee! 
Co. in Detroit ? 

Mr. Lirsvercorr. No; I don’t recall. 

Mr. Noonr. Harold S. Mahler Co. in Detroit ? 

Mr. Liepsercorr. No. 

Mr. Noonr. The V. & R. Steel Co. ? 

Mr. Liesercorr. No. 

Mr. Noone. Ambassador Steel Co. ? 

Mr. Liepercorr. No. 

Mr. Noone. Clements Steel Co. ? 

Mr. Liesercorr. No. 

Senator Moopy. Miller Stamping Co. ? 

Mr. Liesereorr. Yes. 

Senator Moopy. Lakeshore Steel, Inc., of Detroit ? 

Mr. Liepercorr. Yes. 

Mr. Noone. Kalden Sheet Steel Corp. ? 

Mr. Lievercorr. No 

Senator Moovy. Kasle? 

Mr. Liepercorr. Kasle Steel ? 

Senator Moony. Kasle Stee!. of Detroit. You have a considerable 
number of invoices from Kasle Steel ? 

Mr. Liepercorr. Yes. 

Mr. Noone. The M. W. Zack Metal Co., of Detroit ? 

Mr. Liepvercorr. No. 

Senator Moopy. How about the American Alloys Metal Co., of 
Cleveland, Ohio ? 

Mr. Lierercorr. Yes. 

Senator Moopy. How about the Todd Steel Corp., of 630 West 
Forty-first Street, Chicago, I]. ? 

Mr. Lievercorr. I purchased from them; yes. 

Senator Moopy. United Steel Sales, of General Motors Building. 
Detroit 2 

Mr. Liesercorr. Yes. 

Senator Moopy. Steel Exchange, of 2113 Cass Avenue, Detroit ? 

Mr. Lievercorr. Yes. 
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Senator Moopy. The Sherwood Supply Co., of 6413 Helen Avenue, 
Detroit ¢ 

Mr. Lirepercorr. Yes. 

Senator Moopy. Hancock Steel Products Co. ? 

Mr. Lirsercorr. Yes. 

Senator Moopy. The Sennett Steel Corp., of 1300 Channing Avenue, 
Ferndale ¢ 

Mr. Liesercorr. Yes. 

Senator Moopy. You are recording his answers in the affirmative ? 
He is nodding his head. 

The Reporter. Yes, sir. 

Senator Moopy. The Schieber Manufacturing Co., of Detroit ? 

Mr. Ligpercorr. Yes; I did. 

senator Moopy. Joseph 49 Rverson & Son, Detroit ¢ 

Mr. Lirnercorr. Yes. 

Senator Moopy. The Rosen Steel Products Co. ? 

Mr. Ligenercorr. Yes. 

Senator Moopy. Pyramid Steel Co. ¢ 

Mr. Lirnercorr. Yes, 

Senator Moopy. Oakmont Products Co. 4 

Mr. Lirsercorr. | beg your pardon 4 

Senator Moopy. Oakmont Products Co. ? 

Mr. Liesercorr. Yes. 

Senator Moopy. Mercury Steel Corp., of Detroit ? 

Mr. Liesercorr. Yes. 

Senator Moony. Midwest Steel Supply Co.? 

Mr. Liesercorr. Yes. 

Senator Moopy. M. Sam Liciky é 

Mr. Liesercorr. Yes. 

Senator Moopy. Who is Mr. Liciky ¢ 

Mr. Lirnercorr. He is a steel broker in Detroit. 

Senator Moopy. Mr. Liciky operates as an individual, does he? 

Mr. Lrenercorr. As far as I know; ves. 

Senator Moopy. The Lee Steel Corp. ¢ 

Mr. Lizzercorr. Yes. 

Senator Moopy. M. G. Jacob & Associates / 

Mr. Livsnercorr. Yes. 

Senator Moony. J. & S. Metal Products Co. ? 

Mir. Lizsercorr. Yes. 

Senator Moony. I see here that you not only sell to Howard Steel, 
but you also buy from Howard Steel: is that right ? 

Mr. Liarnercorr. 1 believe you have the one instance where I did 
that, 

Senator Moopy. Isee. That is not your usual practice / 

Mr. Lirsercorr. No. 

Senator Moopy. I notice you have obtained some steel from out- 

le the Detroit area. 

Mr. Lirsercorr. Oh, yes. 

Senator Moopy. Did you.also sell steel in the Detroit area / 

Mr. Lirnercorr. Some; yes. 

Senator Moopy. But most of vour sales are outside the Detroit area ; 
is that correct? 

\ir. Lizrercorr. Yes. 
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Senator Moopy. Hancock Steel Co., of Detroit? 

Mr. Lirsercort. Yes. 

Senator Moony. F. & L. Steel Co., of Detroit? 

Mr. Liesercorr. Yes. 

Senator Moopy. What is the F. & L. Steel Co., who runs that ? 

Mr. Larsercorr. A gentleman named as far as I know—it is a single 
individual. 

Senator Moopy. What is his name? 

Mr. Liesercorr. Lieberman, Sam Lieberman. 

Senator Moopy. Sam Lieberman ? 

Mr. Liesercorr. Yes. 

Senator Moopy. The Excel Steel Service Co., of Chicago ? 

Mr. Liesercort. Yes. 

Senator Moopy. The Ellis Manufacturing Service, of Detroit ? 

Mr. Lievercorr. Yes. 

Senator Moopy. The Dumas Steel Corp., of Detroit ? 

Mr. Liesercorr. Yes. 

Senator Moopy. The Eagle Steel Co., of Detroit ? 

Mr. Liesercorr. Yes. 

Senator Moopy. The Certified Welding Co., of Detroit ? 

Mr. Lirsercort. Yes. 

Senator Moopy. And the Sinanco Steel Import Co., of Chicago? 

Mr. Lierercorr. Yes. , 

Senator Moopy. That is apparently an imported steel, is it? 

Mr. Lizsercorr. That's right. 

Senator Moony. I see. Is the rest of the steel obtained primarily 
from the Detroit area / 

Mr. Liesvercorr. I do get a part of the steel outside of Detroit. 

Senator Moopy. But your understanding is that in most cases thie 
Detroit supphers from whom you are getting steel have obtained the 
steel in the Detroit area ? 

Mr. Laesercorr. Oh, no. 

Senator Moopy. Where do they get it ? 

Mr. Liesercorr. Most of the steel that I buy comes from outside of 
Michigan, although I buy from companies in Detroit. 

Senator Moopy. I see. Do these companies you get it from in Di 
troit—do they usually get physical possession of the steel 

Mr. Liesercorr. As far as I know, they do. 

Senator Moopy. Do you ever get it on direct consignment from a 
steel mill ? 

Mr. Liepvercorr. Never. 

Senator Moopy. You get it from some other company that has 

Mr. Lizsercorr. That’s right. 

Senator Moopy. You pay the price necessary to get the steel and 
sell it at the best price you can get ? 

Mr. Lireercorr. Yes. 

Senator Moony. I think, for the witness’ benefit, this apparently | 
not been a violation of the Government regulations. 

Do you perform any economic functien, Mr. Liebergott, in 
economy ¢ 

Mr. Lieeercorr. I believe I do. 

Senator Moopy. Will you tell us what it is, please? 
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Mr. Lresercorr. Well, I think I am aiding customers that ean’t 
obtain steel in their locations who are receiving the steel that they 


need. 

Senator Moopvy. I see. Do you chink you are aiding a small-busi- 
ness man who can’t get steel from his normal sources of supply when 
the steel is diverted into higher prices that he perhaps can’t pay ? 

Mr. Liesercort. I have ‘aided a lot of small-business men getting 
teel at higher prices, but they could have got it. 

Senator Moopy. Do you get any steel from the Calumet Iron & 
Supply Co., of East C hicago? 

Mr. Lrenercorr. Yes. 

Senator Moopy. Briar Steel Co., of Chicago? 

Mr. Lageercorr. Yes. 

Mr. Noone. You have stated, Mr. Liebergott, that a large portion of 
the steel you receive from your sources comes from outside the city 
of Detroit. 

Mr. Lienercorr. I believe so; yes. 

Mr. Noonr. What reason ao you have to believe that? Do they 
ever tell you where they get the steel ? 

Mr. Liesercorr. In some instances. 

Senator Moopy. Does any of it come from Detroit itself? 

Mr. Lirsercorr. That I wouldn’t know. 

Senator Moopy. You wouldn’t know ? 

Mr. Lievercorr. No. 

Senator Moopy. Have you obtained any steel from the Harry James 
Sales Co. in Detroit ? 

Mr. Lresercorr. Yes. 

Senator Moopy. From the Guardian Steel Corp. in Detroit? 

Mr. Lievercorr. Yes. 

Senator Moopy. From the Advance Steel & Metal Co., of Lincoln 
Park? 

Mr. Liesercorr. Yes. 

Senator Moopy. At this point I would like the record to show that 
Senator Ferguson is represented here by Mr. C. L. Knight, executive 
secretary. 

Mr. Noone. Mr. Liebergott, I believe you have testified that 80 per- 
cent of your business is involved in the broker: age of steel, is that 
orrect ¢ 

Mr. Lresercorr. That is an approximate figure. 

Mr. Noone. That leaves 20 percent of your business being involved 
in the tank business? 

Mr. Liesercorr. That is correct. 

Mr. Noone. Exactly what are your operations in connection with 

e tank business? Do you fabricate tanks? 

Mr. Lievercorr. I fabricate. 

Mr. Noone. Where do you get your steel to fabricate the tanks? 

Mr. Liesnercorr. Well, some I get out of the steel that I buy, some 
of it. 

Mr. Noonr. Do you have a CMP allotment ? 

Mr. Liresercorr. I do not. 

Mr. Noonr. Are you familiar with the NPA regulations that re- 

re that you have an allotment if 20 percent of your business con- 
tutes manufacturing ? 
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Mr. Liesercorr. That. regulation; no. 

Mr. Noone. Have you read the regulation ? 

Mr. Lresercorr. I am not familiar with that regulation. 

Mr. Noone. So you don’t know whether or not you are violating 
NPA regulations ? 

Mr. Lirsercorr. As far as I know, I am not violating. 

Mr. Noone. You say you have not checked into it ¢ 

Mr. Liesercorr. I have checked into it. I was not required to file 
for it. 

Mr. Noone. You were not required to file for it 

Mr. Liesercorr. No. 

Senator Moopy. Will you tell us why ? 

Mr. Liesercorr. Because my volume of business last year didn’t 
warrant my applying. 

Senator Moopy. So, you are one of the so-called small-business men 
who do not use enough steel to be required to file for a CMP allotment 
so far as the manufacture of tanks is concerned; is that correct ? 

Mr. Liesercorr. That is correct. 

Mr. Noone. Therefore, your manufacturing business must be less 
than 20 percent of your total business ? 

Mr. Lresercorr. I stated before it was an approximate figure. 

Mr. Noone. Do you maintain a list of your ceiling prices on the 
steel that you sell ? 

Mr. Liesercorr. Yes; I do. 

Mr. Noongs. Under OPS regulations? 

Mr. Liesercorr. Yes. 

Mr. Noonr. Are you certain you have not sold over the ceiling 
prices ¢ 

Mr. Liesercorr. Yes; I am. 

Mr. Noonr. That is available for examination at any time? 

Mr. Liesercorr. Yes. 

Senator Moopy. When I said that your operations were not illegal, 
I was referring to that point about variation in the ceilings on steel. 
They have been to date based on a previous period ? 

Mr. Lizsercorr. I understand that. 

Senator Moopy. I was not referring to any failure to comply with 
the CMP regulation at the present time. 

Mr. Lresercorr. I understood that. 

Senator Moopy. The witness is excused. 

(Witness excused.) 

Senator Moopy. I would like to note for the record that all wit 
nesses that are under subpena in this hearing will continue under 
subpena until this particular phase of the hearing here in Detroit is 
concluded. 

In the interests of conserving time, I am just going to note for the 
record what happens to a particular shipment of steel. We took as 
an example the Livernois Tank Co.’s dealings. This steel went to 
the Howard Steel Co. in Chicago, which is the brokerage firm, at $14 
a hundredweight, and it was sold by the Howard Steel at $15.25 to 
the Dubl-L Steel Co., of Chicago. It then went to Bell & Thorn, of 
Chicago, at $18.65 a hundredweight, who rejected the steel, and it 
then went to Poray, Inc., of Chicago, at $17.50 a hundredweight. 


2 
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* BELL AND THORN REJECTED STEEL L___ 
DUBL-L THEN RESOLD TO PORAY,INC., 
THE FINAL USER OF THE STEEL. 

Senator Moopy. Mr. Maxwell Jospey. you solemnly swear that your 
testimony before this committee will be the truth, the whole truth and 
nothing but the truth, so help you God 4 

Mr. Jospry. I do. 


TESTIMONY OF MAXWELL JOSPEY, PRESIDENT, PRODUCTION 
STEEL COIL, INC., DETROIT, MICH. 


Senator Moopy. Will you state your name and address and business, 
Mr. Jospey ¢ 

Mr. JOSPI a Maxwell Jospey, Production Steel Coil. Ine. 

Senator Moopy. Will vou state the nature of your business please 4 

Mr. Jospry. We are in the steel wareliouse business. We have 
three plants, located in Detroit, Chicago, and Buffalo. In our plants 
we supply material to our customers’ specifications, 

We have large plants with all types of equipment, including shears, 
roller levelers, upcoilers, pickling plant, annealing furnaces, rolling 
mills, and perhaps every type of facility that is necessary to take 
care of deliveries other than mill deliveries. 

Senator Moopy. So, you certainly are not merely a steel broker? 

Mr. Jospry. No: we are not a stee ‘| broke ar. 

Senator Moopy. You do buy and sell steel, however ? 

Mr. Jospry. Yes: we do. 

Senator Moopy. What are your principal sources of steel, Mr 
Jospey / 

Mr. Jospey. We buy from most of the large mills. If you want 
a list of our steel suppliers, I would prefer not to give them to you. 
lam not trying to withhold any information; but, being a public 
meeting, I would prefer to withhold the sources unless it would add 
any particular thing to the testimony. We buy frotn most of the 
stee] mills. 

Senator Moopy. Well, you buy from United States Steel? 

Mr. Josppr. Yes. 

Senator Moopy. You buy from Bethlehem ? 

Mr. Josrry. Yes. 
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Senator Moopy. You buy from Republic? 

Mr. Jospry. Yes. 

Senator Moopy. You do? Did you bring your records with you as 
to where you get your steel ? 

Mr. Josrey. Where we get our steel ? 

Senator Moony. Yes. 

Mr. Josrey. I dont think you subpenaed for that, but we get our 
steel from all the steel mills; and that would be a tremendous amount 
of records that you would need, but they are all available. 

Senator Moony. The subpena did read that you bring with you 
your invoices and other records pertaining to the purchase and sale 
of steel. 

Mr. Jospry. Other than end users, I thought 

Senator Moopy. Other than mills and end users; that is right. 

Mr. Jospey. Yes. All of those records are available, but we didn‘ 
dig them up. Incidentally, just to get this other information, we 
had to go through something like 31,000 invoices. 

Senator Moopy. You mean the invoice No. DO-8015; is that right / 

Mr. Josrpry. You asked for that specific invoice, and you asked fo: 
any other invoice that we may have sold to other than end users. | 
am saying, to get that it was necessary for us to go through 31,000 
invoices, 

Senator Moopy. It was?) How many sales did you find to other 
than users ? 

Mr. Josrey. The policy of our company is to sell to no one but end 
users. 

The only material that we dispose of other than to end users is that 
material which is sold to scrap people, which is the residue of the 
material that we have after we process material and some side and 
end shearings, and I think there were two cases where we sold off 
grade material to other established warehouses; but we don't sell to 
warehouses generally, nor do we sell to any brokers. 

Senator Moopy. You don’t sell to brokers? You don’t sell to any 
broker at all? 

Mr. Jospey. No; no brokers at all. 

Senator Moopy. Do you sell to Livernois Tank Co.? 

Mr. Jospry. Yes; we do. 

Senator Moopy. Did you know that roughly 80 percent of their 
business is business as a steel broker? 

Mr. Jospey. No; I didn’t. 

Senator Moony. You didn’t know that? 

Mr. Jospry. I didn’t know that. 

Senator Moopy. When was the last time you sold to Liverno 
Tank? 

Mr. Jospey. Perhaps 3 weeks 

Senator Moopy. Three weeks 

Mr. Jospey. And the material that we sold to them was materia! 
that was sold for a specific job of making tanks. 

Senator Moopy. It was? 

Mr. Jospry. Tank stock, absolutely. 

Senator Moony. It was? 

Mr. Jospry. Right. 

Senator Moopy. Did they have a CMP order for it 
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Mr. Josvey. No; it is not necessary for us to have a CMP order. 
We can sell either CMP or without CMP. I take that back. I don't 
know whether they did have a CMP or not; but, as a warehouse, it 
= not necessary to have the CMP for all the material that we sell 
We can sell with a CMP or we can sell without. As a matter of fact. 
nder the CMP set-up, I believe that the NPA had a set-up whereby 
those people that didn’t have CMP ratings could resort to warehouse 
for small orders and items like that. 

Senator Moopy. Yes; there was an effort to relax the order some 
what. 

Mr. Jospey. Yes. So that, generally speaking, as far as the type 
of sale that a ee makes, we don’t ask actually whether they 
have a CMP or not. 

Senator Shaewe. I see. 

Mr. Noone. Do you take any steps to assure yourself that the pur 

user is an end user, Mr. Jospey / 

Mr. Jospey. We are, generally speaking, very, very careful to see 
that steel that we sell is sold to just those people that are end users, 
even so far as allotments and things like that. 

By that, 1 mean before we sell any material we ask what is it going 
to be used for, because in the sale of our material we sell it to cus- 
tomers’ specifications. We would have to know the type of material 
that they were going to use and what it was going to be used for; 
and, in the sale of any material to Livernois Tank, it is exactly the 
same type of material that is sold to tank manufacturers. 

Senator Moopy. I see. Now, will you tell us why you exercise those 
precautions ¢ 

Mr. Josrey. The reason we would exercise those precautions is that 
we value the source, our mill sources. I think that they are very 
nterested in seeing that the material is channeled to the right types 

if people; and, as a warehouse, we have certain functions’ and it is 
necesaaey for us to serve those particular functions; and I think that 

case of mills, where they find that material is shipped to ware- 
houses and it reaches other than the sources that they would normally 
expect it to, we probably would cut them off. In other words, if mills 
thought we were selling to other than our normal customers, I don’t 
think that they would be interested in supplying us with material that 
1 ey do. 

Senator Moopy. In other words, at least some of the prim: iry steel 
suppliers are interested in choking off what might be called a gray 
market ? 

Mr. Jospry. The mills that we know of, I think, have made an 
extended effort in attempting to do that. 

Senator Moopy. The particular invoice we asked you to bring in, 
Mr. Jospey, do you have it here? 

Mr. Jospry. Yes. 

Senator Moopy. While you are finding that, Mr. Jospey, may I 
sk you this: Do you take steps yourself along the line that you have 

t described ? 

Mr. Jospry. Absolutely. 

Senator Moopy. To find out who your end users are ? 

Mr. Jospry. We definitely try to sell to those customers that we 

nk are in need of steel first and those customers that we. if the 

ation changes, will continue to get business from. We have a 
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very, very large investment, and the thing we are interested in is 
continual business with those people that we have done ialaieie 
with; and most of our customers we have dealt with for years an 
years. 

Senator Moony. I see. Have you ever cut any customers off 
cause you found they were not end users? 

Mr. Jospry. I don’t remember offhand any. Generally speaking, 
the old-established customers we have had de alings with for sony 
time. The rest of the customers, before we deal with them, general! 
speaking, we have them come in; we ask what they use, the type of 
material that they use, so that we know that we can supply mater! 
that is satisfactory for the job and find out who those sources are and 
what our position is, what is our possibility of continuing to d 
business with them in the future. 

Senator Moopy. Have you considered Livernois Tank one of you 
steady customers ¢ 

Mr. Jospry. Yes; we have. 

Senator Moopy. I have here a large sheaf of invoices for Liverno 
Tank indicating sales over a considerable period here. 

Mr. Josrry. That’s right. 

Senator Moopy. These are all this vear beginning in January, and 
they run at various sizes ¢ 

Mr. Jospry. Yes: we have. 

Senator Moopy. And prices ¢ 

Mr. Jospt y. We have considered them aus a eood tank customer, 
We probably sell—I am just guessing—to 10 or 12 tank companies. 
We consider them as one of the customers. They are certainly not 
one of our best tank customers, but we have supplied them when the. 
call for material—not every time, but when we have the material, and 
we called or they called, we did supply them. 

Senator Moopy. They do apparently call you quite frequently ¢ 

Mr. Jospry. Oh, ves. They called es and didn’t receiv: 
material every time they called. Actually, it w as a distribution of t] 
steel that we had that they thought they ‘ie ild be given. 

Senator Moopy. l see, So that you have considered LL ivernois Tank 
one of the companies that vou should _~ ply steel when they call vo 
and ask you for the steel bec: ause the Vv are In the tank business: is that 
correct / 

Mr. Jospry. That’s right. 

Senator Moony. I see. Mr. Liebergott, of the Livernois Tank Co 
testified that about 20 percent of his business was in making tanks ar 
SO percent dealing in steel, se ‘line most of it outside of the State 
Michigan and he sold a great deal of steel this vear outside the Stat 
of Michigan at sharply higher prices, Now. we were tracing 01 
particular deal, Mr. Jospey, where Livernois Tank sold steel for +14 
a hundredweight in Chicago to a steel broker in Chicago. Livernois 
obtained the steel from you, the invoices show, at $7. There was a! 
adjustment of the invoices from $6.05. It was adjusted to $7.25. 
Did you make any effort to check on that particular steel; did you 
know where this steel went ? 

Mr. Jospry. This is the first time that I know anything of t! 

I mean I was out here when I was called. It is the first time t] 
I know that they sel] any steel, 
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Senator Moopy. So you didn’t know that Livernois Tank was a 
tee] broker at all? 

Mr. Josrry. I knew nothing about their being anything but a tank 
manufacturer. 

Senator Moopy. Now, this particular steel you got, what is your 
usual mark-up ¢ 

Mr. Jospry. Our mark-up is probably 25 to 30 percent. We do 
some processing, and so forth. That material incidentally was proc 
essed by, Vd say—on that there is probably a 25- to 50-percent, on the 
over-all price. 

Senator Moopy. I see Phe ordinary steel you don’t process, how 

uch dlo you mark that lip! 

Mr. JOSPI Ze You Waht the to livure that out ¢ 

Se mae Moopy. Well. roughiy, I mean approximately. 

Mr. Jospey. Probably 10 or 15 percent less. 

Senator Moopy. Less than what / 

Mr. Jospry. 1 would say teh and Tam guessing here but prob 
ably between 25 and 35 percent is our normal mark-up for processed 

iterh il. ana probab l\ lQor lo pe reent less if we don't process it. 

senator Moopy. Roughly LU - reent is your bik ark up ¢ 

Mr. Jospey, Twenty, twenty-five percent probably, yes. 

Senator Moopy. This } artic ul: ur steel, the records show came from 
the Bethlehem Steel mills at 85.95 a hundredweight from Bethlehem. 
Does that coincide with your records ¢ 

Mr. Josprey. It came from Bethlehem / 

Senator Moopy. It came to you from Bethlehem. 

Mr. Jospry. Yes. 

Senator Moopy. That is where you got it? 

Mr. Jospry. Yes. 

Senator Moopy. And then it went into your warehouse ¢ 

Mr. Jospry. Right. 

Senator Moopy. And then went to Livernois Tank ? 

Mr. Jospry. Right. 

Senator Moopy. [ think it may interest you to know, Mr. Jospey, 
that Livernois Tank sold it the next day for $14 a hundredweight, and 
(ended up some days later in the hands of a Chicago firm for $17.50 

hundredwe ight which is a considerable mark- up. Wouldn't this 
ndicate that perhaps a considerable portion of your steel may be 
moving in channels that you say you don’t intend to have it move in? 

Mr. Jospey. I don’t think so, Senator. [think that that is an exce p 
tion rather than the general rule. I think that the customers that we 
are supplying are genuinely end users. I am saying that from the 
type of sales organization that we have. from the type of job that 
We do. 

We have men at our plant that are follow up men that have had 
experience, that are practical metallurgists, that know dies, stamp 

and tool work. They go and examine the material, and those 
people are perhaps the busiest people in our organization, going out 
ind checking the type of job that we must supply. 

Senator Moopy. Which man followed up the Livernois Tank sale? 

Mr. Jospry. The follow- up t akes place when a customer asks for a 
particular type of material and we are not acquainted with it as fa 
ads | ink work is concerned. 
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Senator Moopy. I notice here is a whole sheaf of sales to Liverno 
Tank, and the head of that company testifies that 80 percent of |iis 
business is reselling steel. Now, if you have a system of check-up as 
you indicate, why didn’t you find out where this steel was going! 

Mr. Josrry. I am not interested in that in our system of “checking. 
I am simply saying that is one of the services that we have. W her 
we sell to a tank manufacturer and we sell steel that is going, say, fo: 
tank use, we wouldn’t follow that any further. We know the whole 
story as far as the type of steel we have to supply for a tank manu 
facturer. 

Senator Moopy. Well, did you check up to see what percentage of 
your steel was going into t: anks? Delivered to the Livernois Tank? 

Mr. Jospry. No; I would say that we haven’t done any different], 
than we check any other customers that we have sold to as to what 
they do with it. I wouldn’t know—in other words, we had something 
like 33,000 invoices go through for 10 months. I wouldn’t know if w: 
sold to a manufacturer and if they disposed of it elsewhere. | 
wouldn’t know of that. I don’t think that it is so, and I certainly 
hope it isn’t so. 

Senator Moopy. Just going to observe that if you don’t believe it 
is necessarily your province to police everything you sell, but certainly 
if your check-up isn’t any closer than it is on the Livernois Tank 
case—— 

Mr. Jospey. We would be very embarrassed about that. It is some 
thing we—— 

Senator Moony. Did you ever sell any steel to the Oakman Manu 
facturing Co. ? 

Mr. Jospry. Yes; we did. We sold four quantities of steel to tli 
Oakman Tank on the 21st. 

Senator Moopy. Oakman Manufacturing Co. ? 

Mr. Josrry. Oakman Manufacturing Co. on the 21st of May. Ws 
sold them approximately 25 tons; on the 8th of June, approximate! 
100 tons: on the 10th of November, approxim: ately 50 tons; and on t! 
3ist of July, approximately 30 tons. That first item on May 21 was a 
tons. We received a phene call, our order department received : 
inquiry from Oakman Manufacturing Co. stating that they mance | 
apprcximately 75 tons at once and that they could replace it at a late 
time if we would supply them with 75 tons; they would replace it : 
later time. It was a quantity larger than we would normally sup a 
manufacturer and so we supplied them with 75 tons on May 21. It 
was then returned in June and July to us, the quantity was returned. 
On June 8 we sold them 100 tons. That was returned September, 
October, and November; and on October 24 we sold them 50 tons 
That was returned in November. This material was indicated that 11 
was needed for the production of their plant. 

Senator Moopy. What kind of production ? 

Mr. Jospry. As far as I know they are a very large manufacturer. 

Senator Moony. I see, and they did return to vou the steel ? 

Mr. Josrpry. They did, with one exception. On July 31 we = 
them 30 tons of plate; that was 20 months ago and they called : 
said that they needed the plate. We had the plate. We don’ t han 
too much plate. We had it in our inventory and we sold it to them. 

Senator Moopy. You, in a sense operated as a sort of a bank fr 
which they borrowed some steel, is that right ? 
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Mr. Jospey. That is a rather unique way of expressing it, but you 
might say that. 

Senator Moopy. They borrowed steel and gave it back to you. What 
sort of a service charge was there, was there a differential in price? 
Mr. Jospry. Yes, the material we supplied them was supplied 
warehouse price. The material they gave back to us we bought at mill 

price. 
~ Senator Moopy. I see. What was the differential there? 

Mr. Jospry. Probably that differential of $20, $25, or thereabouts. 
| don’t know it exactly. 

Senator Moony. I see, so that you are able to clear that margin ¢ 

Mr. Jospry. Yes. 

Senator Moopy. With that and get the steel back? 

Mr. Josprey. Right. 

Senator Moopy. To replenish your supply ¢ 

Mr. Jospry. Right. The quantities involved were naturally too 
large for us tosupply them. As a matter of fact, it is our understand- 
ng that they are a large manufacturer and this type of steel would 
never come from a warehouse as such as a regular warehouse delivery. 

Senator Moopy. Had you ever heard of Oakman selling steel ? 

Mr. Jospry. There are all kinds of rumors that you hear about 
everybody. Wd never paid particular attention to it. 

Senator Moopy. If any of this steel had been sold by Oakman rat! 
than used to manufacture, you would not have known about that + 

Mr. Jospry. No; we wouldn't. 

Senator Moopy. If you had known about such a deal, that would 
have embarrassed you also ¢ 

Mr. Jospey. We would have been very embarrassed. 

Senator Moopy. Can you tell us a little bit more about your com 

any, Mr. Jospey ? 

Mr. Jospry. Regarding what 

Senator Moopy. Well, when it was organized ? 

Mr. Jospry. Our company probably goes back to about 1898. Back 
n the 1930's, the late 1920's we started to go into the steel business 
ind we have been in the steel business, steel warehouse business since 
that time. I think that we handled as complete a line of flat-rolled 
products as any warehouse around this locality. 

Senator Moony. When you were before the committee on the pre- 
vious hearing in Detroit, didn’t you testify you had a steel warehouse 
with some new equipment ? 

Mr. Jospry. No; you indicated that, that when the gentleman came 

it was a particul: rly new warehouse. 

Senator Moopy. I did have that piece of information from some- 
M\ here. 

Mr. Jospry. That is a warehouse that has been built in the last 6 or 
7 years but we still operate our old warehouse. 

Senator Moony. I see. It is not a very important point anyway. 

Mr. Jospey. Okay. 

Senator Moopy. Will you go ahead and tell about your company ¢ 

Mr. Jospey. Yes. In our sheet line, we have all types of shears, we 

ive all types of roller levelers, we have slitters, we have Tiscon 

achines that produce flat wire, we have pickling plants that pickle 
iterial, we have annealing facilities that anneal material, we also 
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have a 2-high mill that is capable of taking material and reprocessing 
it. We have all types of equipment. As a matter of fact, I believe 
our plants—we have an expended capital or expended amount of 
money in our various plants that would alain be in the neighbor- 

hood of $5 million exclusive of any stocks. I am talking about pk ints 
and our equipment. We probably have 350,000 square feet in the 
various plants. 

Senator Moopy. That was the plant / 

Mr. Jospry. No; that isn’t. That is the only one plant, Senator. 

Senator Moopy. Well, when was Production Steel Coil organized ¢ 

Mr. Jospey. The Production Steel Coil as a corporation was organ- 
ized about 1946, and when we organized the Production Steel Coil, at 
that time there was a—you might call a change in the type of steel 
from sheets to coils. At that time we brought in a—our equipment 
as far as slitters and Tiscons and things like that—— 

Senator Moopy. You formerly had worked for the H. P. Hamburger 
Co. pa vou ¢ 

Mr. Jospry. Yes; that goes back to the original company. 

Senator Moopy. The Hamburgers were interested in this company 4 

Mr. Josrry. Definitely. 

Senator Moopy. What is the net worth of your company ¢ 

Mr. Jospry. Could I give you that in a private session ¢ 

Senator Moony. Yes. 

Mr. Jospry. I am not trying to withhold. 

Senator Moopy. I think that is a legitimate thing to withhold. 

Mr. Josrry. O. K. 

Senator Moony. The witness is excused. 

(Witness excused. ) 

Senator Moopy. This completes the particular chain of deals 
through which the steel moves from Bethlehem at $5.95 a hundred 
weight through to the Poray, Inc., of Chicago at $17.50 a hundred- 
weight as shown in the charts. 

I think at this point we will take an adjournment to 1 o'clock. 

(Whereupon at 12 noon, the subcommittee was adjourned until 
1 p. m.) 

\FTERNOON SESSION 





Senator Moopy. The committee will come to order. 
I have noted in this afternoon’s newspaper an Associated Press 
dispatch from Washington which reads: 

The Government is ready to issue tonight a price regulation designed to 
knock out premium prices being paid in the gray market for steel. Top officials 
of the Office of Price Stabilization said they expect the regulation to put dis 
tribution of steel back in a normal pattern. 

That’s something this committee has requested repeatedly and I’m 

glad to see the Government has taken action, even though I feel i 
uta have taken action before this. 

Mr. Jospey testified this morning that he had furnished some steel 
to the Oakman Manufacturing Co. of Detroit, which makes bumpe1 
guards for Chrysler and perhaps some of the other automobile com 
panies in Detroit. We're going to trace this afternoon a different 
set of transactions in steel, where the prices have increased sizably 
over and above the prices charged by the original suppliers. Are 
Mr. Poyner and Mr. Jones here / 
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Mr. Veecu. Yes, Your Honor, they are here, and, if I may, I would 
like to make this statement to Your Honor. The subpena was served 
upon us late last evening, and in the time that has been available to 
us, we have obtained such records as we can. And those records, 
I believe, will indicate that we have no record of any purchases o1 
sales to or from the V. & R. Steel Co. We will also have with us, 
we have available the records showing our sales to vendors, on a 
monthly basis, as I understand it, during this period. 

Senator Moony. I see. 

Mr. Vrercn. And we believe that Mr. Poyner and Mr. Jones are thi 
two gentlemen best qualified to give the committee the over-all picture. 

Senator Moopy. That’s what we want. Will you state your name ‘ 

Mr. Vercu. My name is Max Veech. 

Senator Moopy. The other Witness not on the stand will retir 
to the jury room while we’re questioning Mr. Poyner and Mr. Jones 

Mr. Vreecu. They complement each other and I suggest you have 
them both. 

Senator Moopy. Have we them here? 

Mr. Vreecu. They are here, in the jury room. 

Senator Moopy. Mr. Poyner and Mr. Jones. 

Mr. Poyner and Mr. Jones, do you solemnly swear that the test: 
mony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Mr. Poyner. I do. 

Mr. Jones. I do. 


TESTIMONY OF MR. J. C. POYNER, DIVISIONAL PURCHASING AGENT, 
AND MR. W. J. JONES, SUPERVISOR, CENTRAL ROUTING, CHRYS- 


LER CORP., DETROIT, MICH. 


Senator Moopy. We're endeavoring to find out, gentlemen, what 
the pattern is of the movement of steel in the gray market and the 
circumstances that bring it about. We have some invoices her 
indicating that the Ambassador Steel Co. has sold steel to Chrysler 
from time totime. Are you familiar with that ? 

Mr. Poyner. ['m not familiar with the Ambassador Steel: no 
Are you, Mr. Jones? 

Mr. Jones. The best I can recollect, there was one transaction about 
30 days ago—we bought some steel for them from another vendor. 
One of our small manufacturers was in trouble and we located that 
and purchased it for him. 

Senator Moopy. If some of your suppliers are embarrassed for lack 
of steel, do you sometimes try to get the material ? 

Mr. Poyner. Oh, ves. We quite often try to help them. It wa 
for the manufacture of our parts. 

Senator Moopy. Manufacture of your parts? 

Mr. Jones. That is right. 

Senator Moopy. Do you remember how much was paid for this 
steel ? 

Mr. Jones. No; 1 wouldn't have the price angle on it. Mr. Poyne: 
is—— 

Senator Moony. Do you know, Mr. Poyner ! 

Mr. Poyner. I don’t remember, sir, because I haven't any recor 
with me on this steel. 
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Senator Moopvy. I see. You, of course, are a very big end user of 
steel ¢ 

Mr. Poyrner. Yes. 

Senator Moony. When we had a hearing here before, earlier in 
July, I believe it was, it was testified that C ‘hrysler was having difli- 
culty getting steel. Are you still having the same difficulty getting 
steel ? 

Mr. Poyner. I wouldn't say as much now as at that time. 

Senator Moopy. You would not say as much now. Have you had 
to go yourself, out into unusual channels to get steel for your own 
production ¢ 

Mr. Poyner. We've had to in the past, go out in the conversion 
steel. 

Senator Moopy. How much have you had to pay for that? 

Mr. Poyner. That varies, as to where we have it processed. We 
buy the ingot at one place and ship it to another for conversion. 

Senator “Moony. I think the record ought to show that high-priced 
conversion steel is different than regular steel. It moves through 
brokers. The price of conversion steel ordinarily does represent a 
real cost increment which is involved in producing the steel for use, 
is that the case ¢ 

Mr. Poyner. That is right. 

Senator Moopy. Does Chrysler ever sell steel / 

Mr. Poyner. We don’t sell steel other than as Mr. Jones said, to 
our suppliers of our parts, fabricators of our parts, if they are up 
against it for steel; we'll give them some steel out of our stock and 
sell it to them, if you call that sales, or find it for them and buy it and 
sell it to them. 

Senator Moopy. You never sell steel to a broker / 

Mr. Poyner. Oh, no. 

Senator Moopy. I just want to make the record clear on that. What 
prices do you charge? 

Mr. Poyner. Mill price. 

Senator Moopy. You charge them the mill price ¢ 

Mr. Poyner. Most usually and if we have to pay the warehouse 
price, We pass on the price to them that we pay for it. 

Senator Moopy. You did buy from the Ambassador Steel Co. / 

Mr. Poyner. Perhaps did, I can’t say. 

Mr. Jones. Have to verify it, have to verify the record on it. But 
| think we did. ' 

Senator Moopy. The records show that you did; that is correct. 

What is your usual source of steel—I don’t know which of you 
gentlemen should answer. Where do you get most of _ steel ? 

Mr. Porner. We get it from all of the major mills, National Steel, 
United States Steel, Weirton who are a part of National, and Repub- 
lic and Youngstown. 

Senator Moopy. Do you find it necessary to deal with brokers ? 

Mr. Poyner. No: not as a rule. 

Senator Moopy. Have you bought steel from brokers to fill in spots 

your production ¢ 

Mr. Poyner. There have been a couple cases of it; ves. 

Senator Moopy. Have you had to pay high prices for that ? 

Mr. Porner. Higher than the mill: ves. 
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Senator Moopy. Substantially ¢ 

Mr. Poyner. No. 

Senator Moopy. We did have testimony over in Chicago, that one 
of the other major automobile manufacturers had to pay a very high 
price for steel for one of their pl ints. 

What is the Oakman Manufacturing Co. doing for you ¢ 

Mr. Poyner. Sir, first I’m the steel buver for C hrysler, and | don't 
buy anything else except raw materials. But Oakman furnishes to 
our other divisions; stampings. 

Senator Moopy. They furnish stampings. They make your bumper 
guards and things like that / 

Mr. Poyner. That is right. 

Senator Moopy. How long have they been furnishing them to you? 

Mr. Poyner. I wouldn't be prepared to say that, because I don’t 
buy the parts. I don’t know. 

Senator Moopy. They are an established supplier ‘ 

Mr. Poyner. Yes. 

Senator Moopy. For how many years‘ 

Mar. Poyner. I would sav since the War. 1 don't buy those partic- 
ular items, so I don’t know. 

Senator Moopy. Do you understand that that is their principal 
business ¢ 

Mr. Poyner. That ts right. 

Senator Moopy. When you buy steel for your supphers, do you use 
CMP orders? 

Mr. Poy NER, Well, that CMP colnes unde a separate Liv ision than 
the purchasing department, so I’m not prepared to answer that. We 
do use tickets when we buy it from the mills. 

Senator Moopy. How about when you buy it from the mill for 
somebody else, do you still use tickets / 

Mr. Poyner. I suppose we would, sir, but I don’t have a thing to 
do with CMP. It doesn’t come through my jurisdiction at all. 

Senator Moopy. You don't have pe ‘rsonal knowledge ¢ 

Mr. Porner. No. 

Senator Moopy. Thank you very much for coming down, gentlemen. 

( Witnesses excused. ) 

Senator Moopy. Mr. Hyman Freedland and Mr. Jack Freedland. 
Are you Mr. Hyman Freedland ¢ 

Mr. Freeptanp. Hyman Freedland. 

Senator Moopy. Is Jack Freedland with you! 

Mr. Freeptanp. No: he said it’s all right. He’s a dentist. 

Senator Moopy. Do you sole aia swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so he ‘Ip you God ¢ 

Mr. Freepianp. I do. 


TESTIMONY OF HYMAN FREEDLAND, AMBASSADOR STEEL CO., 
DETROIT, MICH. 


Senator Moopy, Will you state your business, please ¢ 

Mr. FreepLanp. Steel warehouse, Ambassador Steel Co. 
Senator Moopy. Steel company. Do you deal in steel? 
Mr. Freepianp. Yes. 

Senator Moopy. Buy it and sell it / 
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Mr. Freepianp. Buy and sell, shear, process, blank. 

Senator Moopy. Do you have your own warehouse / 

Mr. Freepianp. Yes. 

Senator Moopy. Where is your warehouse; how long have you 
had it ? 

Mr. Freepianp. Well, I moved in there, just built it in August. 
But I rented a place from March 14 on. 

Senator Moopy. You went in, so you started in business in March 
1951: is that meht ? 

Mr. Freepianp. Yes. 

Senator Moopy. How much business have you done, brokering steel 
since that time ? 

Mr. Freepianp. You mean brokerage alone / 

Senator Moopy. Brokerage alone and buying and selling. 

Mr. Freepianp. Steel, well, | averaged about, maybe thirty, thirty 
five thousand a month. 

Senator Moopy. Thirty or thirty-five thousand dollars or tons ¢ 

Mr. Freepianp. Dollars. 

Senator Moopy. Dollars a month ? 

Mr. Freepiuanp. Approximately. 

Senator Moopy. I see. What is the lowest price that you have 
bought steel for, Mr. Freedland ¢ 

Mr. Freeptanp. The lowest? About 3—well, I have—I bought 
shearings as low as 3 cents. 

Senator Moopy. Three cents. What is the highest price that you’ve 
sold steel for? 

Mr. Freeptanp. Well, there is one deal at 18 cents. Otherwise, 
approximately nine, nine and a half. 

Senator Moopy. Selling for nine and nine and a half. 

Mr. Freepianp. As tops. 

Senator Moopy. What was the 18-cent deal ? 

Mr. Freepianp. Well, 50,000 pounds, I think. 

Senator Moopy. To whom did you sell that ? 

Mr. Freepuanp. I don’t remember offhand, but I could check that 
toa broker. 

Senator Moopy. Where did you get that steel ? 

Mr. FreeptaAnp. From Clements Steel. 

Senator Moony. From Clements Steel. And to whom did you sell 
that steel ? 

Mr. Freeptanp. I couldn't tell you offhand, but I could cheek the 
records and tell vou. To a broker. 

Senator Moopy. A broker in Detroit or Chicago ? 

Mr. Freeptanp. In Detroit. 

Senator Moopy. What was your business before you went into this 
business ? 

Mr. Freeptanp. Well, I've been Associated Steel Co. I was a steel 
warehouse for 5 years, but I just started this business on March 14. 

Senator Moopy. What is your relationship with the Oakman Manu 
facturing Co., if any? 

Mr. Freepianp. None, except they are my brothers, but I’m not 
related to the company in any way. 

Senator Moopy. Your brothers operate the Oakman Manufactur 
ng Co. ¢ 


Mr. Freepianp. Yes. 
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Senator Moopy. Have they made steel available to you ¢ 

Mr. Freepianp. Yes. 

Senator Moony. They have? 

Mr. Freepianp. Yes. 

Senator Moopy. In quantity ? 

Mr. Freeptanp. Small quantity, not big. 

Senator Moopy. In small quantity. How much have they made 
available to you ’ ‘ 

Mr. Freeptanp. Well, I don’t have the figures, but I’d say offhand 
probably—except excluding this one tonnage deal, I don’t know what 
the money volume of that would be. Exclusive of that, I’d say prob 
ably three or four thousand dollars a month. I’m guessing; I might 
be wrong. 

Senator Moopy. They furnish to you the steel that you've sold to 
this broker at 18 cents, did they ? 

Mr. Freepianp. Yes. 

Senator Moopy. How much did they charge you for the steel? 

Mr. FreepLAND. Seventeen and a half cents. 

Senator Moopy. Seventeen and a half cents ¢ 

Mr. FreepitaNnp. Yes. 

Senator Moopy. You didn't have a very big spread on your end 
of that deal, did you? 

Mr. FreepiaNp. No. 

Senator Moopy. Who found the purchaser of that. steel, did you 
find the purchaser—what were the circumstances of that deal? 

Mr. Freepitanp. I found the purchaser. 

Senator Moopy. You found the purchaser, so they gave you the 
steel and you took a small cut on it: is that right ! 

Mr. Freepianp. That is right. 

Senator Moopy. Now, to whom have you sold steel 

Mr. Freeptanp., Well, I have 50 different customers. 

Senator Moopy. Fifty different customers. You were not in th 
room when the Chrysler people testified that they had bought stee! 
from you on one occasion ¢ 

Mr. Freepianp. No. They did, though. 

Senator Moony. They did? 

Mr. Freepianp. One deal I had with Chrysler. 

Senator Moopy. One deal with Chrysler. Will you give us som 
of your other customers ¢ 

Mr. Freeptanp. American Metal Craft. 

Senator Moopy. American Metal Craft 4 

Mr. Freepianp. That’s a small company. 

Senator Moopy. Small company. 

Mr. Freeptanp. Monroe Tool. 

Senator Moopy. Monroe Tool. 

Mr. Freepianp. Great Lakes Stamping. 

Senator Moopy. Great Lakes Stamping. 

Mr. Freeptanp. Metallic Manufacturing 

Senator Moopy. These are companies that came to you for a singl 
deal or— 

Mr. Freepitanp. Oh, no, steady. 

Senator Moopy. These are steady people that you supply right 


along / 
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Mr. Freepianp. That is right. Do business with them every month, 
or every—as they need steel. 

Senator Moopy. Why do you feel they come to you, Mr. Freedland, 
instead of going to the original supply ¢ 

Mr. Freeptanp. I am their original source of supply. 

Senator Moopy. You don’t have a steel mill, of course. 

Mr. Freepianp. Yes; I do. 

Senator Moopy. You have a steel mill? You own a mill? 

Mr. Freeptanp. No; I don’t own a mill, I get steel from a mill. 

Senator Moopy. You get steel from a mill. Where do you get your 
teel from ? 

Mr. Freeptanp. Well, I'd rather not say it, but—out loud, for the 
record, 

Senator Moopy. Just loud enough so I can hear you will be all 
right. 

Mr. Freepitanp. Well, I get it from MeLouth. 

Senator Moopy. MeLouth. 

Mr. Freeptanp. And Republic. 

Senator Moopy. And Republic. 

Mr. Freepitanp. And Youngstown. 

Senator Moopy. And Youngstown. 

Mr. Freepianp. Of course, they are all small quantities. That’s 
pe of the deal, we started a new company, the old company was a 
break-off and we split the deal from those sources. 

Senator Moopy. You say the old company, what do you mean by 
that? 

Mr. Freepianp. I just started this company March 14. [ was in 

ie steel business 5—or 4 years prior to that. 

Senator Moopy. I see. The old company was named what / 

Mr. Freeptanp. Associated. 

Senator Moopy. Associated Steel. Why should you be reluctant 
to say where you get vour steel 4 

Mr. Freeptann. Well, for a couple of reasons. In the first place, 
t could possibly occur even though I tried my darnedest, it still might 
urt me. ‘That’s reason enough. 

Senator Moopy. I see. 

Mr. Noonr. You have testified, Mr. Freedland, that vou have also 
purchased steel from Oakman Manufacturing Co. Your brothers 
are the principal officers of that company. Has that steel come to 
von directly from Oakman or through Clements ? 

Mr. Freeptanp. Through Clements. 

Mr. Noonr. Who is Clements Steel? Whom do you deal with 
Clements Steel ¢ 

Mr. Frrepitanp. My brothers. 

Senator Moopy. You deal with your brothers at Clements Steel ? 

Mr. Freepuanp. Yes. 

Senator Moopy. Do they own Clements Steel as well as Oakman 
Manufacturing ? 

Mr. Freeptanp. As far as I know. 

Senator Moony. They do. Well, why don’t you buy your steel 
directly from Oakman Manufacturing? Why should it go through 
Clements Steel ? 

Mr. Freepianp. I don’t know; that’s the way they wanted it. 
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Senator Moopy. That’s the way they do it? 

Mr. Freepitanp. Yes. 

Senator Moopy. In other words, the Oakman Manufacturing Co. 
transfers steel to Clements and then Clements sells it to you, and you 
sell it to somebody else; is that right ? 

Mr. Freepianp. Yes. 

Senator Moopy. Did you get this steel you sold to—can’t you re 
member that broker’s name ? 

Mr. Freeptanp. Not offhand, but it’s easy to check in my books. 

Senator Moopy. Was it a Detroit broker ¢ 

Mr. Freepianp. Yes. 

Mr. Noonr. Was it Sidney Knoll ? 

Mr. Freeptanp. That’s right. 

Mr. Noone. How much of your steel, Mr. Freedland, do you obtain 
through Clements‘ You stated you do have mill sources. What 
percentages of your steel would you say comes from the mills and how 
much through other sources 7 

Mr. Freepianp. I might be off on my figures, but I say, I think in 
cluding that one Chrysler deal and this other deal with the broker, | 
think the amount of that might have amounted to maybe $3,000. 

Senator Moopy. The amount you got, what? 

Mr. Freeptanp. $3,000 a month, more or less. I might be off, 1) 
going by memory, 

Senator Moopy. From Oakman. 

Mr. FREEDLAND. Including the two de: als ni amed. 

Senator Moopy. And you get how much from the mills? 

Mr. Freepianp. The mills—I probably get fifteen thousand. 

Senator Moopy. 815.000? 

Mr. Freepianp. Yes. 

Senator Moopy. Do you come under the warehousing provisions of 
the National Production Act ? 

Mr. FreEEDLAND. Yes, sir. 

Mr. Noonr. What are the actual operations in purchasing’ stee! 
from the Oakman Manufacturing Co.¢ Are you billed by C lement 
or billed by Oakman, and whom do you pay ¢ 

Mr. Freeptanp. Well. I’m billed by Clements. I think I’m billed, 
this last time, by Chrysler—one time, and the rest by Clements. 

Senator Moopy. Who is the Clements Steel Co.¢ Who are the peo 
ple—you say you deal with your brothers directly when you deal wit! 
Clements: is that correct / 

Mr. Freepianp. That’s right. 

Mr. NOONE. Do you Know any ot the people who woul | be office: 5 
of the Clements Steel Co. ? 

Mr. Freepianp. No. 

Mr. Noone. Do you know where their place of business is located ‘ 

Mr. Freepianp. No. 

Senator Moopy. Do they have a warehouse ¢ 

Mr. Freepianp. I doubt it. 

Mr. Noone. Have you ever dealt with the L. & M. Steel Co. ? 

Mr. Freepuanp. Yes. 

Mr. Noonr. What is the connection between L. & M. and Clements’ 

Mr. FrReepLAND. I don’t know. 

Senator Moony. Who do you deal with when you deal with L. & M.! 

Mr. Freeptanp. My brother. 





STEEL GRAY MARKET 


Senator Moopy. You deal with your brothers, too ¢ 

Mr. FreeptaNp. Yes. 

Mr. Noonr. For how long a period have you been dealing with 
L. & M. and Clements or your brothers in these transactions / 

Mr. Freepianp. I would assume about probably a year and a half. 

Mr. Noone. For a year and a half you have been purchasing steel 
that comes from your brothers, you carry on transactions with them, 
but you are billed on invoices of Es & M. or € leme nts / 

Mr. Freepuanp. Yes. 

Mr. Noone. And you make out your payments to those companies 4 

Mr. Freeptanp. I make out my payments to those companies. 

Mr. Noone. And to your own knowledge, there is no distinction 
het ween Oakman Manufacturing and those two companies ; they are 
all run by your brothers / 

Mr. FreepLaNnp. Yes. 

Senator Moopy. Did either of your brothers tell you why the >y deal 


‘ 


through these two companies r: ather than through their own ¢ company 

Mr. Frerepitanp. No. 

Mr. Noone. Do you maintain an OPS ceiling price list, Mr. 
Freedland ¢ 

Mr. Freeptanp. I’m well within the ceiling price. 

Mr. Noone. What is your ceiling price ¢ 

Mr. Freeptanp. As I say, the highest I have sold is for eighteen. 

Mr. Noone. Have you bought or sold any steel with V. & R. 
Steel Co. ? 

Mr. FreepLaNnp. No. 

Mr. Noone. Are you familiar with V. & R. Steel ¢ 

Mr. FreepLAND. No. 

Mr. Noone. Have you dealt with Victor Rothberg / 

Mr. Freeptanp. No. 

Mr. Noone. Have you sold steel to him or purchased it from him 4 

Mr. Freepianp. No. 

Mr. Noone. Have you had any business dealings with Harold 
. Mahler / 

Mr. Freeptanp. No. 

Mr. Noone. You have testified that you have bought and sold steel 
vith Sidney Knoll 2 

Mr. Freeptanp. Yes. 

Mr. NOONE. What percentage of your sales goes to brokers / 

Mr. Freeptanp. Probably 5 percent. 

Senator Moopy. live percent ¢ 

Mr. Freepuanp. Yes. 

Senator Moopy. Where did the rest of your sales go / 

Mr. Freeptanp. To these 50 customers. 

Senator Moopy. Are they end users of steel / 

Mr. Freepianp. All of them. 

Senator Moopy. They are all end users of steel ¢ 

Mr. Freep Lanp. Yes, sir. 

Senator Moopy. Do you know that of your own knowledge? 

Mr. FreepiaAnp. Yes. 

Senator Moopy. You do? 

Mr. Freepnanp. Yes. 

Mr. Noonr. What is your average mark-up, your profit mark-up 

sales of steel ? 
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Mr. Freepianp. Well, my big price ranges from, I'd say, three 
and a half to about six, and then nents a lot of processing involved 
and my selling price, the bulk of it ranges between seven and eight, 
a little of it ranges below seven. 

Senator Moopy. What sort of processing ? 

Mr. Freepitanp. Well, shearing and milking, gages, blanking. 

Mr. Noone. Have you sold stee I to the Oakman Manufacturi ing Co. / 

Mr. FreepLanp. No; I don’t think so. 

Mr. Noone. All of your transactions with Oakman have been one 
way, namely, from them to you? 

Mr. Freepianp. Yes. 

Mr. Noone. And from you to the other brokers ¢ 

Mr. Freepianp. Yes. 

Mr. Noone. Have you had any dealings with Herman Golanty Co 
in steel ¢ : 

Mr. Freepianp. No. 

Mr. Noonr. Have you had any dealings with the Barry Steel Corp. 
of Detroit ? 

Mr. Freeptanp. Not in the last 2 years. 

Mr. Noone. The Kalden Sheet Steel Corp. of Detroit? 

Mr. Freep_anp. No. 

Mr. Noonr. The M. W. Zack Metal Co. ? 

Mr. Freepianp. No. 

Mr. Noone. What is your present monthly volume of business? I'd 
like to have that repeated. 

Mr. Freepianp. Well, it’s a little down now, but I’d say my month 
ly average, I think, is about $35,000 a month. 

Mr. Noone. Thirty-five thousand a month 4 

Mr. Freepianp. Yes. 

Mr. Noone. What was it 6 months ago? 

Mr. FRreepLAND. About the same thing. 

Senator Moopy. That excuses you. 

(Witness excused. ) 

Senator Moony. Mr. Robert Barit. 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Barrr. I do. 

Senator Moopy. Would you state your name and business, please, 
Mr. Barit ? 

Mr. Barrr. Hudson Motor Car Co., in charge of purchasing. 


TESTIMONY OF ROBERT BARIT, VICE PRESIDENT IN CHARGE OF 
PURCHASING, HUDSON MOTOR CAR CO., DETROIT, MICH. 


Senator Moopy. You purchase, of course, steel, as well as other coi 
modities for the Hudson Motor Co. ¢ 

Mr. Barrr. I am in charge of all purchasing, Senator. 

Senator Moopy. You have had difficulty in getting steel, Mr. Barit / 

Mr. Barrr. We have, in the past. 

Senator Moopy. Are you getting it now / 

Mr. Barir. We are down for a model change right now, so our sit 
uation is a little different from the others. 

Senator Moopy. I see. 
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Mr. Barrr. We're not in a critical situation. 

Senator Moopvy. You are not troubled right now, but in general you 
have been having difficulty in getting steel ¢ 

Mr. Barrr. We expect it in the future. 

Senator Moopy. You expect it again ? 

Mr. Barir. Yes. 

Senator Moopy. Who are your principal suppliers of steel ¢ 

Mr. Barrr. Great Lakes Steel, Republic, Youngstown, Inland, all 
the larger places. 

Senator Moopvy. All of the major suppliers ? 

Mr. Barrr. Yes. 

Senator Moopy. Have you been able to get the steel you needed from 
them without going into other markets to get it ¢ 

Mr. Barrr. No; not since the end of the last war. We have had 
considerable conversion and buying of steel through other channels. 

Senator Moopy. I see. Will you tell ws your experience. if you'd 
like to, in your own way about getting steel from other channels ¢ 

Mr. Barrr. Well, the majority of it has been through conversion 
channels, by buying unfinished steel and rolling it on open time in the 
finishing mills. And we have bought some steel at warehouses—a good 
deal of steel, as a matter of fact, through the warehouses in emergencies 
through what we term “brokers.” 

Senator Moopy. Through brokers. How much steel have you had 
to buy through warehouses ¢ 

Mr. Barrr. Well, in our normal operations—— 

Senator Moopy. Percentagewise. 

Mr. Barrr. In our normal operations we buy from warehouses. 

Senator Moopy. You do? 

Mr. Barir. We have items that require such small quantities im at 
the mill will not roll them, so we do buy through them normally, but 
since the end of the war we have bought larger tonnages through ware- 
houses because we’re not able to get suflicient amounts through the 
mills. 

Senator Moopy. Now, have you had to buy much steel through 
brokers ¢ 

Mr. Barrr. No; very little, only in an emergency where we'd have 
i shut-down. 

Senator Moopy. That appears to be the experiences of certain other 
companies in the automobile business when they go out on an emer- 
vency matter and buy steel. Do you have brokers calling you up and 
offering you steel / 

Mr. Barrr. Yes; we do. 

Senator Moopy. Does that happen frequently / 

Mr. Barrr. Well, I'm a little at a loss because I don’t handle it 
myself, but I think the calls are fairly frequent. I can’t tell you 
offhand because I don’t handle them myself, but I think they are. 

Senator Moopy. The other evidence indicates that that is the prac- 
tice. The brokers are calling people, or have called people quite fre- 
juently and offered them steel. 

Mr. Barrr. I imagine so because the knowledge we're after steel 
gets out, and anybody who has access to it would call, naturally. 

Senator Moopy. The point here is, Mr. Barit, there are businesses 
that are operating at handicaps and who have laid people off and so 
‘orth because they can’t get steel through normal channels and yet 
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there seems to be a large amount of steel available through the gray 
market channels. We're tracing down what the situation is. Now, 
what brokers have you dealt with? What brokers have you bought 
steel from ¢ 

Mr. Barrr. Well, I can’t answer that question. When the subpena 
was handed to me yesterday, I was asked to look up and bring records 
with me on any brokers we dealt with since March 1, this year, and 
I find that there are only two during that period. 

Senator Moopy. Isee. Who are they ¢ 

Mr. Barrr. The Knoll Steel Co. 

Senator Moovy. Sidney Knoll Steel Co. ¢ 

Mr. Barrr. Our records show them to be called K-n-o-1-] Steel Corp. 

Senator Moopy. I see. How much steel have you bought from 
them / 

Mr. Barir. A small amount, relatively small amounts. It might 
be three or four hundred thousand pounds. 

Senator Moony. Three or four hundred thousand pounds. How 
much have you had to pay for that steel ¢ 

Mr. Barrr. The prices range from $12.75 a hundredweight to $18.75 

1 hundredweight, depending upon the quality and the type of steel 

Senator Moopy. I see. What would be the mill price of the steel 
that you paid $18.75 for, Mr. Barit ¢ 

Mr. Barrr. Oh, approximately 51% cents a pound. 

Senator Moopy. You had to pay more than three times the mill 
price of this steel to get it when you had to have it ¢ 

Mr. Barrr. At that point, yes, sir. 

Senator Moopy. What would have been the result if you hadn’t 
had the steel / 

Mr. Barrr. We'd have had to shut down, and the people thrown 
out of work. 

Senator Moopy. How many people would be disemployed by that / 

Mr. Barrr. About 25,000, 

Senator Moopy. So,. because of the inability to get steel from the 
normal channels, you had to go to brokers in order to keep 25,000 
people at work, is that correct / 

Mr. Barir. That’s right. 

Senator Moopy. From time to time 4 

Mr. Barir. That’s right. 

Senator Moopy. Who is the other broker that vou dealt with, Mr. 
Barit ? 

Mr. Barrr. Woodward Steel Co. 

Senator Moopy. The Woodward Steel Co. Did you deal with Mr 
Sidney Knoll personally or did your company deal with him—with: 
whom did you deal in that company ¢ 

Mr. Barrr. We dealt with a Mr. Knoll. I don’t know whether it 
was Sidney or not. These orders indicate, confirm a phone conversa- 
tion with Mr. Knoll, but I don’t have his first name. 

Senator Moopy. I see. Who did you deal with in the Woodward 
Co. 

Mr. Barrr. Mr. Gross, G-r-o-s-s, and a Mr. Rule, R-u-l-e. 

Senator Moopy. R-u-l-e. How much did you pay for that steel? 

Mr. Barir. 18.9 cents a pound and 19.25 cents a pound. 

Senator Moopy. Is that 5-cent steel, too? 

Mr. Barrr. Yes; 51% cents. 
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Senator Moopy. Five-and-a-half-cent steel. 

Mr. Barrr. Cold-rolled sheets. 

Senator Moopy. Did you inquire where they got the steel? Do you 
know where they got the steel or would they disclose it to you? 

Mr. Barrr. I can’t answer that. I doubt whether they would, but 
[ can’t answer the question. 

Senator Moopy. Do you know whether the brokers called you or 
did you seek out the brokers? 

Mr. Barrr. I’m quite sure they called us. 

Senator Moopy. They called you and offered you the steel ? 

Mr. Barrr. Yes. When we put our people on the road or on the 
phone to find steel, we usually call warehouses all over the country. 
We have a list of them and we just keep calling them when we need 
steel. Dd say these people called us and offered us the steel. I can’t 
be sure but I think that is the case. 

Senator Moopy. What percentage of your steel requirements are 
furnished by your primary suppliers, the mills? 

Mr. Barrr. Well, at the present time, I’d say all of our require- 
ments. 

Senator Moopy. At the present time you’re shut down, but what 
about when you're in production ? 

Mr. Barrr. Back at the period when we were buying this steel, I 
would say that approximately 50 to 60 percent came out of the regular 
mill. 

Senator Moopy. I see. You're speaking now of 50 to 60 percent 
of the percentage of the production that you're allowed to produce 
now ¢ 

Mr. Barir. No; at this period we weren’t limited on production. 

Senator Moopy. You were not limited during the period you're 
referring to now, is that right ? 

Mr. Barrr. That’s right. 

Senator Moopy. Thank you very much, Mr. Barit. 

(Witness excused. ) 

Senator Moony. Mr. Sidney Knoll. Are you Mr. Knoll? 

Mr. Known. Yes. 

Senator Moopy. Do you solemnly swear the testimony you are about 
to give before this committee will be the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Mr. Know. I do. 


TESTIMONY OF SIDNEY KNOLL, PRESIDENT, KNOLL STEEL CORP., 
DETROIT, MICH. 


Senator Moopy. Will you state your name and address and business, 
Mr. Knoll? 

Mr. Know. Sidney Knoll, president of the Knoll Steel Corp., 1611 
Book Building. 

Senator Moopy. What is the nature of the business of that cor- 
poration ¢ 

Mr. Kwnouu. Steel brokerage. 

Senator Moopy. You are a steel broker ? 

Mr. Knoun. Yes, sir. 

Senator Moopvy. Do you have a warehouse / 


Mr. KNOLL. No. sil 
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Senator Moopy. You don’t. You buy and sell steel and deliver it 
directly from the person from whom you buy it to your customer; is 
that correct ¢ 

Mr. Knoiti. Whoever I sell to; yes. 

Senator Moopy. How long do you usually hold steel ¢ 

Mr. Kwoui. Oh, sometimes I turn it over immediately and some- 
times I hold steel sometimes for—it depends, a week, a month, a 
day, sometimes just for a couple hours. 

Senator Moopy. Do you ordinarily find a buyer before you buy the 
steel yourself or do you buy the steel and hold it and try to market it / 

Mr. Known. Well, sometimes I find a buyer before, I sell them before 
[ buy at retail. 

Senator Moopy. What are your major sources of steel, do you know ¢ 

Mr. Knott. You mean—— 

Senator Moopy. Where do you get it ¢ 

Mr. Kwouti. Well, I vet it from brokers, from other brokers, some 
times from warehouses, wherever I can pick it up. 

Senator Moopy. I see. How much do you pay for it usually ? 

Mr. Knouu. Well, it de spends, 

Senator Moopy. What is the range of prices that you have paid 
for it ¢ 

Mr. Known. It depends on what the material is. Some material 
Li, 1144, some as high as 13. 

Senator Moopy. You have paid as high as 184 

Mr. Knoun. Yes, sir. 

Senator Moopy. What is the highest that you have sold steel 

Mr. Kwon. 18.75. 

Senator Moopy. 18.75 is your peak price ¢ 

Mr. Known. Yes, sir. 

Senator Moopy. What is your lowest price of a steel sale, I am not 
speaking about scrap / 

Mr. Kwnouu. I don’t handle any scrap, sir. Sometimes J sell material 
for 1144, 12, 121%. I couldn’t accurately say correctly. 

Se nator Moopy. What would the mill price of that steel be? 

Mr. Knot. I wouldn’t know. 

Senator Moopy. You are handling this material, you presumably 
are familiar with the various grades of steel / 

Mr. Kwon. Yes, sir. 

Senator Moopy. Well, you mean to say you don’t know what th« 
mill market going price is on steel that you are handling? Wouldn’ 
that be a factor in what you paid for it? 

Mr. Know. I never buy any material from the mill. I have n 
connections with the mill so I wouldn’t know. 

Senator Moopy. You never get material from the mill ? 

Mr. Knox. No, sir. 

Senator Moopy. Well, where do you get your steel, can you givi 
us the names of some of the sources that you have for steel? 

Mr. Knot. Well, pick some up from the M. W. Zack Co. 

Senator Moopy. M. W. Zack? 

Mr. Knout. Yes, sir. I pick up some from the V. and R. 

Senator Moony. V. and R. Steel Co. ? 

Mr. Know. Yes, sir. I pick some material up from, let’s see, from 
the Zack, I usually call all over the States for material. 
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Senator Moony. Have you gotten any steel from the Barry C orp. ? 

Mr. Knotu. No, sir, not that I know of. 

Senator Moopy. From Harold S. Mahler? 

Mr. Knoun. Yes, I got some material from Harold S. Mahler, yes, 
Sir, 

Senator Moopy. And from the Kalden Sheet Steel Corp. ? 

Mr. Knoutn. Not that I remember. 

Senator Moopy. Would you say that your principal suppliers were 

and R. and Zack? 

Mr. Kwouu. No, I have some other suppliers, too. I buy some 
aterial out of State and buy some material here. Some other people 

en they call me up- 

Senator Moopy. Is most of your steel going to purchasers inside 
e Detroit area or outside the Detroit area, Mr. Knoll? 

Mr. Kwoizi. Well, 1 would say most of my steel goes outside of the 
Detroit area. 

Senator Moopvy. What percentage of it goes outside Detroit ? 

Mr. Kwoun. Well, I would say approximately 80, 90 percent. 

Senator Moony. Eighty or ninety percent of the steel you get ir 
fetroit vou ship out of Detroit ; isthat correct / 

Mr. Knot. Well, I get steel from Boston; I get steel from Ohio; 
| vet steel from all over wherever I can pick it up. 

Senator Moopy. Wherever you can get it. You pay the going gray 
iarket price and you sell it; is that right ? 

Mr. Knonn. That is correct. 

Senator Moopy. Do you have a ceiling price under the OPS / 

Mr. Known. Yes. 

Senator Moopy. What is that ceiling price? 

Mr. Knoun. Which one is that, the highest grade / 

Senator Moopy. Yes: the highest grade. 

Mr. Kwoui. The highest grade is 18.75. 

Senator Moony. 18.75. Now, how do you set the celling price, ol 

v has the ceiling price been estab lished ? 
Mr. Knouu. Well, as I remember, we were supposed to get-—I mean 
came out in December. That would be sold material before Janu 
December to January, some date. That is how I remember. 

lon’t remember 

Senator Moopy. You don’t know whether you were in the room 

en I opened this afternoon’s session and I read into the record the 

t. and you should know, that the Government, according to an 

sociated Press story which was in the Detroit News this evening 

ready to issue a price regulation designed to knock out premium 

ces paid in the gray market for steel. 

If dollar-and-cent prices are now to be set on steel of that nature, 

it etfeet will that have on the market ” 

Mir. Knott. Well, it is hard for me to say. I couldn't answer that. 

s really hard for me to answer that. 

Senator Moopy. I see, Will you tell us how much steel you have 

ilt in this year, Mr. Knoll? 

Mr. Knoui. Well, from the first of the vear I imagine about 
00,000 pounds, : 

Senator Moopy. 20,000,000 pounds ¢ 

Mir. Knonn. Yes, 

Senator Moopy. Selling as high as 18.75? 
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Mr. Knout. Oh, no, they are all different prices. 

Senator Moopy. Selling as high as 18.75 a pound; is that right / 

Mr. Kwnouu. Yes. 

Mr. Noone. What has been your dollar volume, Mr. Knoll, so far 
this vear 

Mr. Knoutxi. About $3,000,000. 

Mr. Noone. About $3,000,000% How long have you been in the 
steel business ? 

Mr. Kwoui. Oh, about 5 or 6 years. 

Mr. Noone. All that time as a broker? 

Mr. Kwnouu. | worked first for Barry for close to about 3 years, and | 
went into business for myself. 

Mr. Noone. When did you set up the Sidney Knoll Steel Co? 

Mr. Knotu. In 1948. 

Mr. Noone. Do you have more than one steel company? Is there 
also a Sidney Knoll Corp. ? 

Mr. Known. It isthe Sidney Knoll Corp.; that is what we go under, 

Mr. Noone. It is just the one company ? 

Mr. KNOLI . Yes, sir. 

Senator Moopy. Mr. Knoll, when you sell steel, do you require a 
CMP ticket to be produced on the de livery of that steel ? 

Mr. KNOLL. No. SIr. 

Senator Moony. Will vou te lus w hy vou don't 7 

Mr. Knouu. Because I was told, as a broker, I don’t need any CMP 
ticket. 

Senator Moopy. You didn’t need any CMP ticket ? 

Mr. Knouu. That’s right, sir. 

Senator Moony. Isee. Do you remember the sale of 183,000 pounds 
of steel tothe Hudson Motor Car Co. at 18.75 ? 

Mr. Knoui. Well, as I recall it, ves, 

Senator Moopy. You do remember that ? 

Mr. Knouu. Yes, sir. 

Senator Moopy. When you contacted them, did you offer the stee! 
for sale.? 

Mr. Knouu. I couldn't answer that because they used to call me for 
material and I used to call them for material. 

Senator Moopy. They dealt with you regularly; did they / 

Mr. Kwon. They used to call me m: ny a time: yes, sir. 

Senator Moony. Do you recall selling 153,000 pounds to Moto 
Metal Manufacturing Co. of Detroit ? 

Mr. K NOLL. Yes. 

Senator Moopy. With whom did you deal when you got steel from 
the V & R Steel Co. ? 

Mr. Knoiti. With whom I dealt ? 

Senator Moopy. Yes; whom did you talk with when you talked wit! 
that company ¢ 

Mr. Knouu. Mr. Victor Rothberg. 

Senator Moopy. Victor Rothberg? 

Mr. Knouu. Yes, sir. 

Senator Moopy. [see,and whom did you deal with when you bought 
steel from the M. W. Zack Metal Co. ? 

Mr. KNou! . Well, I used to talk to Mr. M. W. Zack: I used to talk to 
Mr. Eugene Zack, sometimes even to Sammy Zack, because 1 know 
them very well. 
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Senator Moony. I see, and they were a major supplier of your steel 
requirements ¢ 

Mr. Knoun. Well, I wouldn’t say “a major supplier” 

Senator Moopy. What percentage of your sales would you get from 
the Zack Corp., for example ¢ 

Mr. Knouu. I don’t know; I don’t recall how many tons I got from 
them. 

Senator Moopy. You don’t ¢ 

Mr. Knoun. No; I don’t recall. 

Senator Moopy. Did you get half of your steel from them ¢ 

Mr. Knouni. No, sir. 

Senator Moopy. A quarter of your steel. 

Mr. Knoun. I don’t think even a quarter. 

Senator Moopy. I see. 

How about V & R? “What percentage of your steel did you get 
from the V & R—Mr. Rothberg? 

Mr. Knouu. Well, L would say maybe about 5 percent, or 10 percent. 

Senator Moopy. Just 5 percent ! 

Mr. Know. Ten percent; I don’t recall exactly. 

Senator Moopy. In other words, your business is to find steel all 
around the place ¢ 

Mr. Knouu. Yes. 

Senator Moopy. And put it in the hands of other brokers, chiefly ¢ 

Mr. Knott. No; direct it to the manufacturer chiefly. 

Senator Moopy. You usually get steel for the end user; is that 
correct ¢ 

Mr. Knouui. That’s right. 

Senator Moopy. W hat percentage of your sales vo to an end user 
of steel? Do you have any way of knowing ? 

Mr. Kwon... Well, I would say about 90 percent. 

Senator Moopy. Ninety percent ¢ 

Mr. Knouu. Yes, sir. 

Senator Moopy. Yet, you don’t require any CMP tickets for them ? 

Mr. KNOLL. No, sIr. 

Mr. Noone. Have vou sold steel to the Oakman Manufacturing Co. ? 

Mr. Knouni. No, sir. 

Mr. Noonr. Have you traded with the Clements Steel Co. ? 

Mr. Knott. Which one is that, sir? 

Mr. Noone. Clements Steel Co. of Detroit ? 

Mr. Knoun. No. 

Mr. Noonr. H: ave you tri aded with Herman Golanty Co. / 

Mr. KNOLL. No. Sl 

Mr. Noone. You Sie stated that vou have traded with 
throughout the count ry outside of the Detroit area ? 

Mr. KNOLL. Yes. 

Mr. NOONE. Do you take P yhysic al Possession of that steel or do you 
merely arrange for the second broker to ship it toa third party ¢ 


Mr. Knouti. You mean, when I do sell toa broker. do I take physical 
possession ¢ 


brokers 


Mr. Noone. Do you have it shipped to the third party or do you 
ike it on your own account and then resell it / 
Mr. K Not L.. Well, if | have the material sold before the shipment 
- made from the other broker. what I do is give the broker instruc 


1 
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tions what trucking company I desire, and he makes the arrangement; 
Then I give instructions to the trucking company, and they delive: 
wherever the destination of the material is. 

Senator Moopy. So, most of your business is done by telephone: |; 
that correct ? 

Mr. Knouu. Most of the business, yes, sir. 

Senator Moopy. You don’t have a warehouse. You call up and find 
steel and then you sell the steel. Then you call a trucking company 
and have them pick the steel up and deliver it to the destination ; : 
that correct ? 

Mr. Knouu. Yes, sir. 

Senator Moopy. And you take a mark- up usually of ig much ¢ 

Mr. Kwnouu. Well, it runs from about 2 percent to 10, 15, 19 per- 
cent. I couldn’t say. 

Senator Moopy. In other words, whatever the market will bear, 
you mark it up to that percent and sell the steel; is that right ¢ 

Mr. Kwouu. Yes. 

Senator Moopy. If you were getting the steel from Mr. Rothberg, 
you would simply consign the shipment to a broker? 

Mr. Knouu. I don’t. I just give it to the trucking company. 

Senator Moopy. Why don’t you tell him where to ship it? 

Mr. Knoiy. Because I don’t want to reveal my source. 

Senator Moopy. In other words, you don’t want the end user to 
know where you get the steel, and you don’t want your source of stee! 
to know to whom 1 you are selling it; is that right ? 

Mr. Known. That is right. 

Senator Moony. You don’t think they respect the fact you were the 
finder in this case; is that the idea? 

Mr. Kwnouv. I think I am the finder in this case. 

Mr. Noone. Are you in business by yourself, Mr. Knoll, or do you 
have employees ? 

Mr. Knoui. Well, I have two girls working for me. 

Mr. Noone. Two girls in an office ¢ 

Mr. Know. Yes, sir. 

Mr. Noone. You hire private commercial trucking companies to 
haul your steel ? 

Mr. Know. Yes, sir. 

Mr. Noone. In other words, in your business you have no assets 
other than the lease on your office space ¢ 

Mr. Knouu. Well, sometimes I have when I buy material and the: 
the material drops. 

Mr. Noone. But what services do you perform on this steel whi 
you handle? What would you say 1s the function that you serve to 
account for your increasing the price, your profit, other than finding 
the steel ? 

Mr. Knoux. Well, to be responsible for the material. When I shi; 
material, it is assumed the material is for me. And, if the materia! 
doesn’t do the job, I am responsible for the material, and I have to 

take the material back. In other words, when the material is re 
jected, I just get the material back. 

Mr. Noone. How much of a risk is involved there? How ofte: 
does that happen ? 

Mr. Kwnoiu. Well, not too often, because usually I try to give m) 
customer what he asks for. ' : . 
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Mr. Noone. How much steel do you have in inventory at the present 
time ¢ 

Mr. Knoui. Oh, I would say about close to 400,000 pounds. 

Mr. Noone. Four hundred thousand pounds, and you testified 
earlier that your monthly volume is what, in weight / 

Mr. Knot. The monthly volume should be—let me figure that 
eut—about 20,000 pounds, Oh, wait; I beg your pardon. I mean 
about 200,000—no; it is more than that. 

Mr. Noone. It is 200 tons as against what is your monthly volume ¢ 

Mr. Knouu. About 1,000 tons. 

Senator Moopy. One thousand tons? 

Mr. Knouu. Yes. 

Senator Moopy. I see. All right, Mr. Knoll: you are excused. 
Will you please stay in the witness room / 

(Witness excused. ) 

Senator Moopy. Mr. Victor Rothberg. 

Mr. Rothberg, do you solemnly swear that your testimony before 
the committee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Rornepere. I do. 


TESTIMONY OF VICTOR ROTHBERG, STEEL BROKER, V. & R. STEEL 
CO., DETROIT, MICH. 


Senator Moopy. Will you state your name and business, Mr. Roth- 
berg, please ¢ 

Mr. Rorneera. Victor Rothberg, steel broker. 

Senator Moopy. Steel broker? 

Mr. Rorneere. That’s right, sir. 

Senator Moopy. What is your address, please * 

Mr. Rorupera. 18421 Pennington Drive. 

Senator Moopy. Pennington Drive. Do you have an office down 
town / 

Mr. Rorupere. No, sir; I use my home as an office. 

Senator Moopy. You use your home as an office ? 

Mr. Rornperc. That’s right. 

Senator Moopy. You don't have a warehouse ? 

Mr. Roruperca. No, sir. 

Senator Moopy. How much steel have you handled in 1951, Mr. 
Rothberg ? 

Mr. Rorupere. Oh, I don’t know. You have the records there. | 
don't think I could tell you offhand exactly how much it is. 

Senator Moopy. The records show that you have handled 6,144,000 
pounds of steel since March. 

Mr. Roruperc. Well, that is not a true figure. I have handled 
more than that. 

Senator Moopy. You handled more than that ? 

Mr. Rorusere. Oh, sure. 

Senator Moopy. I see. You do business as the V. & R. Co.; is that 
right ? 

Mr. Rorupere. V. & R. Steel Co. 

Senator Moopy. V. & R. Steel Co. Will you describe the nature 
of your operations, Mr. Rothberg ? 

Mr. Rorupera. I buy and sell steel. 
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Senator Moopy. You buy and sell steel. Where do you get the 
steel ? 

Mr. Roruserc. From anyone that has it for sale. 

Senator Moopy. I see. Do you have any suppliers in mills? 

Mr. Rorupere. None at all. 

Senator Moopy. You don’t? 

Mr. Roruperc. No, sir. 

Senator Moopy. W hat sort of sources do you get your steel from ’ 

Mr. Roruserc. Warehouses and plants that want to sell it. 

Senator Moopy. Warehouses and plants that want to sell it. Do 
you seek it out, or do they seek you out ¢ 

Mr. Rornperc. It works either w: ay. Sometimes they call me and 
tell me they have it. Sometimes I call them and ask them if they 
have such-and-such a commodity. They may have the site 

Senator Moopy. To whom do you sell your steel 

Mr. Roriuserc. Through other brokers. 

Senator Moopy. Through other brokers. Do you have any end 
users, purchasers ¢ 

Mr. Rornmperc. No. 

Senator Moopy. You don't / 

Mr. Roruserc. No. 

Senator Moopy. You simply operate between brokers; is that right? 

Mr. Roruserc. That’s right. 

Senator Moopy. What do you feel your economic influence is? 

Mr. Rornueerc. I feel it is like any other broker that deals in any 
other commodity, like food, clothing, anything else. 

Senator Moopy. If someone wants the steel, you buy it ? 

Mr. Roruperc. That’s right. 

Senator Moopy. What is the highest price you sold steel for / 

Mr. Roruserc. About 19 cents, 1914 cents: around there, I believe. 

Senator Moopy. What is the lowest you have sold steel for in 1951 / 

Mr. Rorneere. I believe it is somewhere around 714, 7.65; some 
where around there. 

Senator Moopy. You require a CMP ticket to be furnished to you 
when you sell steel 7 

Mr. Rorupserca. No, si 

Senator Moopy. You don’t. Do you have a ceiling price under the 
OPS? 

Mr. Rorupere. Yes, sit 

Senator Moopy. You do. What is that ceiling price ¢ 

Mr. Rorupsere. Around 20 cents. 

Senator Moopy. How do you set that ? 

Mr. Roruserc. It is established from—was established since Decen 
ber 19, 1950, to January 24, 1951. 

Senator Moovy. In other words, during that period you sold steel 
at that price, and therefore you have been until the order which ap 
parently is coming out today, and perhaps as a result of some of M1 
Noone’s work and the rest of the committee: the rule until now has 
been you could sell stee]—— 

Mr. Rorueere. For the established price between those dates. 

Senator Moopy. For the established price between those dates: 
that’s right. Now, you say you sell only to brokers; is that right ¢ 

Mr. Roruserc. That’s right. 
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Senator Moopy. Did you ever sell any steel to the Oakman Manu 
facturing Co, ¢ 

Mr. Roruperc. To the Oakman ? 

Senator Moony. Yes? 

Mr. Rorupera. Yes. 

Senator Moopy. You did. You consider them a broker? 

Mr. Rorupserc. Well, there was an individual deal. I was author 
ized to buy the steel for them. That is how that happened to come 
about. 

Senator Moopy. Did you sell this steel to Oakman Manufacturing 
Co. ¢ 

Mr. Rorupere. Yes. 

Senator Moopy. Having in mind that they were brokers ‘ 

Mr. Roruserc. Well, I wasn’t concerned what they were at the 
time. 

Senator Moopy. Who asked you to buy the steel ¢ 

Mr. Roruperc. Freedland, from Oakman Manufacturing, asked 
me if I could get this type of material. I said I would try, and I did. 

Senator Moopy. Now, Mr. Rothberg, how long have you been in the 
steel business / 

Mr. Rorupsere. About 13, 14 months. 

Senator Moopy. About 13 or 14 months? 

Mr. Rorneere. That’s right. 

Senator Moopy. Have you had previous experience in the steel 
business ? 

Mr. Rornperc. No. 

Senator Moopy. What was your business before that / 

Mr. Rorupserc. Oh, I had been in the theater business, furniture 
business; I own part of a hotel. 

Senator Moopy. Did you ever operate a bookmaking establishment ¢ 

Mr. Rorupera. I refuse to answer that question. 

Senator Moopy. Why do you refuse to answer that question ¢ 

Mr. Roruserc. On the eround it may incriminate me in State and 
Federal law. 

Senator Moopy. Have you ever gotten any steel from the Clements 
Steel Corp. 

Mr. Roruperc. Yes. 

Senator Moopy. With whom did you deal there ¢ 

Mr. Roruperc. I dealt with the Freedlands, and I dealt with Max 
Derin. 

Senator Moopy. Max Derin? 

Mr. Rorupere. Derin:; yes, sir. 

Senator Moopy. Did you ever deal with the L. & M. Steel Co. ? 

Mr. Rorupera. Yes, sir. 

Senator Moopy. Now, these are the same Freedlands that own the 
Oakman Manufacturing Co. 

Mr. Rorupere. Yes, sir. 

Senator Moopy. I see. Now, a moment ago you testified that you 
hought some steel for them / 

Mr. Roruperc. Yes. 

Senator Moopy. But you also bought steel from them; is that cor 
rect ¢ 

Mr. Roruperc. That is right. I never bought any steel from Oak 
man, though. 
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Senator Moovy. What is that? 

Mr. Rorneerc. I never bought any steel from Oakman Manufac 
turing Co. 

Senator Moopy. Oh, you bought the steel 

Mr. Roruserc. I can only treat it how I am billed. If I am billed 
by Clements or L. & M. Steel, I must assume that is who I am buying 
it from. That is the name of their company. A man can be a party 
to several companies, a corporation; they deliver the merchandise, 
and I am paid the money. I know the steel as represented. 

Senator Moopy. Well, on this chart, as I understand it, this is your 
company, the V. & R. Steel Co. ¢ 

Mr. Rornserc. Yes, sir. 

Senator Moopy. You got your steel from L. & M. and the Clements 
Steel Co.? Right? 

Mr. Rornueerc. That’s right. 

Senator Moopy. But in getting the steel from them you dealt with 
the Freedland brothers? 

Mr. Roruperc. Yes, sir. 

Senator Moopy. Who own the Oakman Manufacturing Co.; is that 
right ? 

Mr. Rorneere. That’s right. 

Senator Moopy. I see; so apparently the real people behind L. & M 
and Clements are the Freedlands; is that your understanding ? 

Mr. Rorueerc. Well, I guess that could be ascertained, but I have 
no proof they are the le: ding stockholders. 

Senator Moopy. All right ; but you did deal with them? 

Mr. Rorueerc. That’s right. 

Senator Moopy. Then you did deal with Clements and L. & 
that right ? 

Mr. Rorueere. That’s right. 

Senator Moopy. I see. 

Mr. Noone. How much steel do you obtain from Clements and 
4. & M.? 

Mr. Roruserc. How much? 

Mr. Noone. How much on a monthly basis ? 

Mr. Rornperc. There is no monthly basis to it at all. I only buy 
what I am able to sell. Right now I am not obtaining hardly any 
thing. 

Mr. Noone. You say you have been in business 14 months? 

Mr. Rorueerc. That’s right. 

Mr. Noonr. What would you estimate has been the amount of your 
purchases from Clements in that period of time? 

Mr. Roruserc. Well, there were no purchases from Clements up 
until the first of the year. 

Mr. Noone. That is when the Clements Co. was established ? 

Mr. Rorupere. As far as I remember, yes. 

Oh, I don’t know; I would say about a couple hundred, two, three. 
That is an unfair question for me to give you an exact figure. 

Senator Moony. If you estimate, it “will be all right. 

Mr. Rorupere. I say 200, 250 tons a week, somewhere around there. 

Senator Moopy. You get 250 tons a week from Clements ? 

Mr. Rorneerc. Yes. 

Senator Moopy. How about L. & M.; have you lumped your suppl) 
from L. & M. in that same figure? 
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Mr. Roruserc. I didn’t buy from both companies at the same time. 
ufa Senator Moopy. I see, so that 250 tons a week would be in effect 
the steel you got from the Freedland brothers? 

Mr. Roruperc. From L. & M. or Clements. 

villed Senator Moopy. And the Freedland boys were the people with 

lying whom you dealt with in either of those companies; correct ¢ 

party Mr. RornserG. I suppose that is true; yes. 

idise, Mr. Noone. What is your monthly volume of business, Mr. Roth- 
be rg? 

your Mr. Roruperc. Well, that is a hard thing to determine except by 
tonnage. Are you talking about dollars, or are you talking about 
tonnage ¢ 

Mr. Noone. Let’s have have it first in tonnage. 

Mr. Rorupera. I would say I just answered that question and said 
250 tons a week. 

Senator Moopy. Do you get it all a those two companies ¢ 

Mr. Rornpere. Oh, no; I am sorry; I didn’t follow you. 

Mr. Noone. Your volume in tonnage from all sources? 

Mr. Roruperc. Well, I could say from all sources maybe an addi- 
tional—oh, maybe 100 tons a month or more. 

Mr. Noone. So that Clements is your principal source on steel ? 

Mr. Roruperc. Yes. You could put it that way; they are my prin- 
cipal sources at the present time; yes. 

Mr. Noone. And what is your average markup on steel ¢ 

Mr. Rorupere. About $10, $15. Right now it is about $10. 

Mr. Noone. $10 a ton? 

Mr. Rornpere. That’s right; maybe $15. I don’t know. When you 
average it, I don’t have a mental picture in my mind as to what the 
average might be. I would have to go over all these deals. I mean 
the profits are determined: by how much you can sell for, and we try 
not to turn down any deal that we have some profit in. 

Mr. Noone. What would be the dollar volume of your business 
monthly ¢ 

Mr. Roruperc. Well, that is determined you might say, by what the 
price of steel is costing and how much you are selling for. Your 
profit is no greater, in fact much less, but percentagewise I would 
say it is still much less. When you were buying steel for 18 cents 
and selling it for 19 cents and you made a penny, you had a much 
less percentage than you have today when you buy steel for 7 and 
sell it for 7A. 

Mr. Noone. Speaking in terms of dollars now, what would you 
say is your monthly average in dollar volume of steel? You testi- 
fied you sell between 250 and 350 tons a month ¢ 

Mr. Rorupere. I just answered you that by telling you it is a 
question that is almost impossible to answer unless you ask me what 

y dollar volume was in March, April, May. By then the market 
Has changed. 

Senator Moopy. How much was it in September, Mr. Rothberg? 

Mr. Rornperc. September of this year? 

Senator Moopy. Yes. 

Rornperc. I wouldn’t tell you-that offhand. If you will let 

e look at my records—— 

Mr. Noone. Don’t you have separate bookkeeping records ¢ 
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Mr. Rorueerc. 1 don’t have them with me. I figured when Mr. 
Amis called me, that was all he wanted. I didn’t have at my dis 
posal those figures to a point where I could have them at my finger- 
tips. 
Mr. Noone. We would expect that a businessman would have a 
general knowledge of it at his fingertips. 

Mr. Rornsera. I know I am making money. 

Mr. Noone. But you cannot estimate how much ¢ 

Mr. Roruserc. Well, I can’t estimate to a point where I could tell 
you that it is a thousand or three. No; 1 couldn’t tell you that, be 
cause this business is carried on in a manner whereby you buy a deal 
today, you don’t accept delivery for a week, you don’t get your money 
for 3 weeks. I may carry it over. A deal that you sold in Sep. 
tember might not have been paid for until some time in October. 

Mr. Noone. You buy and sell steel then on your own account ? 

Mr. Rorneerc. Sure. 

Mr. Noonr. Where do you store your steel ¢ 

Mr. Rornperc. I don’t store it except sometimes when I buy steel 
from other people and I have to. I only buy it when I have got it 
sold. 

Senator Moopy. You never have physical possession of the steel, 
do you, Mr. Rothberg? 

Mr. Rorupere. I have had, yes. 

Senator Moovy. Where did you put it when you got it? 

Mr. Roruperc. I store it in Steel Terminal Warehouse. Ordi- 
narily I take an order for it. 

Senator Moopy. Ordinarily you never buy any steel until you 
have already 

Mr. Rorusere. Sold it. 

Senator Moopy. Sold it, so you have a sure thing when you buy it 
at a lower price; is that it? 

Mr. Rornperc. Naturally. 

Senator Moony. And did I understand you to say you got about 
250 tons a week from Clements ? 

Mr. Rornsere. Well, U'd say the volume might figure that much 
over a period of 6 or T months. I don’t know whether it will work 
weekly, that way. It might be some weeks that I got 100 tons, some 
weeks that I got 3. I don’t know. I think that is a high figure. | 
think it is maybe a little bit less. 

Senator Moopvy. I see, then ‘you said, I believe, from other sources! 

Mr. Rorupeerc. I bought steel from other sources. 

Senator Moopvy. About 100 tons a month—is that right ? 

Mr. Rornperc. That’s right, about 25 ton I would say; maybe four, 
five, six hundred ton during the course of the last 5 or 6 months. 

Senator Moopy. I see. Did you ever deal with a Barry Stee! 
Corp. / 

Mr. Rorneerc. No, sir. 

Senator Moopy. Did you ever deal with M. W. Zack Metal Co.! 

Mr. Rorneerc. No, si 

Senator Moony. How “eee the Harold S. Mahler Co. ? 

Mr. Rornpere. No, sir. 

Senator Moopy. Sidney Knoll? 

Mr. Roruserc. Yes, sir. 
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Senator Moopy. Have you bought steel from Knoll / 

Mr. Rorupere. No, sir; I sold to him. 

Senator Moopvy. You sold to Knoll? Is Knoll one of your princi- 
pal outlets ? 

Mr. Rornpera. Yes; he is one of them. 

Senator Moopy. I see. Did you pick up steel from Freedland and 
sell it to Knoll ? 

Mr. Rorueerc. Or other people. 

Senator Moopy. Or other people. I am not being exclusive. 

How about the Kalden Sheet Steel Corp. ? 

Mr. Roruprre. No; never did any business with them. 

Senator Moopy. I see. The witness is excused. 

(Witness excused. ) 

Senator Moopy. Louis and Mary Labovitz, of the L. & M. Steel Co. 
Mr. Labovitz? 

Mr. Lapovirz. Yes, sir. 

Senator Moony. Is Mary Labovitz here ¢ 

Mr. Lanovirz. No; I will take it; it is my wife. 

Senator Moopy. It is your wife? Do you solemnly swear the tes 
timony before the committee will be the truth, the whole truth and 
nothing but the truth, so help you God ¢ 

Mr. Lasovirz. I do. 


TESTIMONY OF LOUIS LABOVITZ, L. & M. STEEL CO., 
DETROIT, MICH. 


Senator Moopy. Would you give us your name and business, please ? 

Mr. Lasovirz. Louis Labovitz, L. & M. Steel Co. 

Senator Moony. L. & M. Steel Co. Do you have any relationship 
with the Clements Steel Co. / 

Mr. Lapovirz. No. 

Senator Moopy. You do not. Are you the principal owner of L. & 
M. Steel Co., Mr. Labovitz / 

Mr. Lapovirz. Yes, sir. 

Senator Moopy. You are. You own It yourself ¢ 

Mr. Lanovirz. My wife and I. 

Senator Moopy. You and your wife é 

Mr. Lapovirz. Yes. 

Senator Moopy. Do you have any other business ? 

Mr. Lawovirz. Any other? No, not now. 

Senator Moopy. You do not ? 

Mr. Lapovirz. No. 

Senator Moopy. Does Mr. Freedland or either of the Freedland 
brothers have any connection with your company 4 

Mr. Lapovirz. Well, I buy steel through them. 

Senator Moopy. You buy steel through them / 

Mr. Lapovirz. That’s right. 

Senator Moopy. Do they have any interest in your company ¢ 

Mr. Lanovirz. No; just that Iam a sales agent for them. 

Senator Moopy. You area sales agent for them ? 

Mr. Lanovirz. That’s right. 

Senator Moopy. They have no interest in your company ¢ 

Mr. Lapnovirz. No, sir. 
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Senator Moony. They do not. Do they ever act for your company ’ 

Mr. Lapovirz. Yes. 

Senator Moony. They do act for your company ?¢ 

Mr. Lapovrrz. Yes, sir. 

Senator Moopy. What function do you perform when they act for 
‘our company if you obtain the steel from them ? 

Mr. Lapovirz. Well, I receive the checks. 

Senator Moopy. You receive the checks ? 

Mr. Lapsovirz. That's right. 

Senator Moopy. Must be an enjoyable occupation, 

Mr. Lanovirz. That’s right. 

Senator Moopy. You perform any other function beside receiving 
the checks ? 

Mr. Lapovirz. Well, I bring them over there and give them to Max 
Darin, over at Oakman. 

Senator Moopy. I see. So. your principal function is to take the 
checks that are paid by the people to whom you sell steel and carry 
them over to the Oakman Manufacturing Co.; is that right? 

Mr. Lapovirz. That is right. 

Senator Moopy. I see. Do you have any other sources of steel sup- 
ply other than the Oakman Manufacturing Co. ? 

Mr. Lapovirz. No, sir. 

Senator Moopy. You do not; that’s your sole source? 

Mr. Lazovirz. Yes. 

Senator Moopy. How much steel have you handled in 1951? 

Mr. Larovirz. Not—oh, you mean tonnage or 

Senator Moopy. Tonnage. 

Mr. Lasovirz. Well, I have the records; they are right there. 

Senator Moopy. Let’s have them. 

Mr. Lasovirz. This is the wrong box. 

Senator Moopy. Can’t you give us an estimate ? 

Mr. Lazpovirz. Well,no. Not offhand. I'd have to look at the rec 
ords, Senator. 

Senator Moopy. Have you anyone with you, that could figure that 
out for you? 

Mr. Lapovrrz. I don’t know if it is there. 

Senator Moopy. Are all those your records ? 

Mr. Lazovirz. This might be somebody else’s box. No; this is— 

Senator Moopy. Mr. Labovitz, if you will take the stand, perhaps 
Mr. Amis of the committee might find the record. 

To whom do you sell steel ? 

Mr. Lanovirz. Well, Atlantic Steel. 

Senator Moopy. Atlantic Steel? 

Mr. Lasovirz. Right. 

Senator Moopy. You sell steadily to Atlantic Steel? 

Mr. Lasovrrz. That, I don’t know. 

Senator Moopy. You don’t know? 

Mr. Lapovrrz. No. Off and on. 

Senator Moopy. Would you know, if it were sold steadily to At 
lantic ? 

Mr. Lapovirz. Yes. I'd get the checks. 

Senator Moopy. You would? 

Mr. Lapovirz. Yes. 





STEEL GRAY MARKET 199 


Senator Moopy. Who else do you sell regularly ¢ 

Mr. Lapovirz. Mahler. 

Senator Moony. Mahler? 

Mr. Lapovirz. Yes. 

Senator Moopy. I see. Who else do you sell regularly ¢ 

Mr. Lasovirz. Barry Steel. 

Senator Moopy. Barry Steel Corp. Who do you deal with there? 

Mr. Lanovirz. I believe it is a gentleman by the name of Solomon. 

Senator Moopy. Solomon. And who do you deal with at Mahler? 

Mr. Lasnovirz. I can’t remember the name. 

Senator Moony. I see. Who else do you deal with? Who else do 
you sell steel to? 
~ Mr. Larovirz. I can’t, just offhand,name them. I just don’t remem- 
ber for the moment. 

Senator Moopy. Do you know Victor Rothberg ¢ 

Mr. Larsovirz. Do I know Vic? Victor Rothberg? 

Senator Moopy. Yes? 

Mr. Lanovirz. Yes; I know him. 

Senator Moopy. Ever sold any steel to Mr. Rothberg ¢ 

Mr. Lanovirz. Not that I know of. 

Senator Moopy. Never sold any steel to Mr. Rothberg ? 

Mr. Lapovirz. No. 

Senator Moopy. Would you be surprised if Mr. Rothberg had 
testified that he—— 

Mr. Lapovirz. It is possible. 

Senator Moopy. That he obtained a great majority of the steel that 
he sells in his business from your company ? 

Mr. Larnovirz. From my company ¢ 

Senator Moopy. That is right. Your company and Clements Steel 
Co. 

Mr. Larnovirz. Well, I don’t know. I can’t recall it, Senator. 

Senator Moopy. You can’t recall ever having had any dealings with 
Mr. Rothberg whatsoever ? 

Mr. Lasowrrz. No, I can't. 

Senator Moopy. How many people work for your company ? 

Mr. Larovirz. Just me and the wife. 

Senator Moopy. Just you and your wife? 

Mr. Larovirz. Yes. 

Senator Moopy. What does your wife do? 

Mr. Lapovirz. She’s a housewife. 

Senator Moopy. Housewife ? 

Mr. Lanovirz. Yes. 

Senator Moopy. She takes half the checks aud you take the other 
half? Is that the idea? 

Mr. Lanovirz. No. 

Senator Moopy. Well now, tell us what the arrangement is here. 

Mr. Larnovrrz. Well, I work—— 

Senator Moopy. Are you working for Mr. Freedland ? 

Mr. Larnovirz. I’m working as a sales—my teeth are coming out. 
I'm working as—on a commission basis, Senator. 

Senator Moopy. Working on a commission basis ? 

Mr. Lavovirz. That is right. 

Senator Moopy. How much of a commission ? 





200 STEEL GRAY MARKET 


¢ $5 a ton and I was reduced to 


es % 


Mr. Laxsovirz. Well, I was gettin 
$2 a ton. 

Senator Moopy. Who reduced you ? 

Mr. Lasovirz. They must have reduced me. 

Senator Moopy. Freedland ? 

Mr. Lapovirz. Yes. 

Senator Moopy. Why did they reduce you ? 

Mr. Lanovirz. That, I don’t know. That, I never did find out. 

Senator Moopy. You are really working for Freedland on a com- 
mission basis; is that right? 

Mr. Lasovirz. That is right. 

Senator Moopy. I see. What is the purpose of having a company 
set-up, if you are merely operating for them as an agent or as a com- 
mission man ? 

Mr. Lasovirz. He told me to get a company. 

Senator Moovy. He told you to get a company ? 

Mr. Lapovirz. Yes. 

Senator Moopy. Who told you that? 

Mr. Lapsovirz. Nathan Freedland. 

Senator Moopy. Nathan Freedland told you to form a company ? 

Mr. Lanovirz. That is right. 

Senator Moopy. When did you do that ? 

Mr. Lanovirz. In 1949. 

Senator Moopy. In 1949? 

Mr. Laxgovirz. That is right. 

Senator Moopy. Can you give us an estimate of how much steel 
you’ve handled as an agent for Mr. Freedland or as a company op- 
erating on his orders since 1949 ? 

Mr. Lanovrrz. Well, I can give you money value, it was a little over 
$2,000,000. 

Senator Moopy. About $2,000,000 ¢ 

Mr. Lapovirz. Yes. 

Senator Moopy. I see. Your commission on that has been five 

Mr. Lasovitz. $5 for some of it and $2 a ton—— 

Senator Moopy. When did he cut your commission ‘ 

Mr. Lasovirz. Oh, I'd say in the middle of 1950. 

Senator Moopy. In the middle of 1950? 

Mr. Laxnovrrz. Yes. 

Senator Moopy. So, in 1950 and 1951, you have been getting $2 a 
ton for your 

Mr. Lasovirz. That is right. 

Senator Moopy. For handling the steel. 

Mr. Lanovirz. Yes. 

Senator Moony. I see. You don’t show a great familiarity with the 
records of your company, Mr. Labovitz. Do you keep the records 
yourself ¢ 

Mr. Lanovirz. No, Max Derin keeps them. 

Senator Moopy. Spell his last name. 

Mr. Laxsovirz. D-e-r-i-n. 

Senator Moopy. Max Derin keeps them ? 

Mr. Lasovrrz. That is right. 

Senator Moopy. I thought you said that only you and your wife 
work for the company. 
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Mr. Larovirz. I bring him all the stuff over there. When the 
checks come in or the bank statements or orders, | bring them over 
there. 

Senator Moopy. Over where? 

Mr. Lapovirz. Over to Oakman and give them to Max Derin. 

Senator Moopy. Mr. Derin works at Oakman, is that right ? 

Mr. Larovirz. That is right. 

Senator Moopy. I see. What is Mr. Derin’s position at the Oak- 
man Manufacturing Co. ¢ 

Mr. Lasovirz. He is purchasing agent there. 

Senator Moopy. He is the purchasing agent of Oakman Manufac- 
turing Co. ¢ 

Mr. Larpovirz. Yes. 

Senator Moopy. He’s the man who gets the steel. is he, that you 
handled ? 

Mr. LABOVITZ. | believe So. 

Senator Moopy. He is. And he keeps your books ¢ 

Mr. Lapovirz. That is right. 

Senator Moopy. All you do is pick up the checks and take them 
over there and you collect #2 a ton for that service / 

Mr. Lanovirz. That is right, sir. 

Mr. Noone. Do vou ever handle an actual order é 

Mr. Lasovrrz. I have received orders on the phone. And I brought 
them _ there. What happened to them, I don’t know. 

Mr. Noone. You just stopped there ¢ 

Mr. LAnovriw. That is right. 

Senator Moopy. Do you have any other business, Mr. Labovitz ? 

Mr. Larovirz. No. 

Senator Moopy. You do not ? 

Mr. Noone. Are you related to the Freedland brothers? 

Mr. Lapovirz. Just through marriage. My wife and Harry Freed- 
land’s wife are cousins. 

Senator Moopy. What did you do before L. & M. was set up? 

Mr. Lanovirz. Before L. & M. I refuse to answer. 

Senator Moopy. You refuse to answer ? 

Mr. Lapnovirz. Yes. 

Senator Moopy. On what grounds? 

Mr. Lanovirz. On the grounds it may incriminate me. 

Senator Moony. On the grounds it may incriminate you ¢ 

Mr. Larovrrz. Yes. 

Senator Moopy. Did you ever operate as a bookie? 

Mr. Lanovirz. | refuse to answer, on the grounds it may incrimi- 
vate me. 

Senator Moony. I see. Were you in business for vourself, before 
vou formed this steel corporation or did you work for somebody else ? 

Mr. Lanovirz. For myself 

Senator Moopy. For yourself. But this has been your only business 
since when, did you say ¢ 

Mr. Lanovirz. 1940—I haven't said it is my own business. 
haven't been in any business but this one, since November. 

Senator Moopy. November of 1949? 

Mr. Lanovirz. Of 1951. 

Senator Moopy. Of 1951. You have been in no business since 
November, right ? 
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Mr. Lapnovirz. That is right. 

Senator Moopy. But you say you haven't said it was your onl; 
business. 

Mr. Lasovirz. No. 

Senator Moopy. You just said so. 

Mr. Lasovirz. I said I wasn’t in any business now but the stee! 
business. 

Senator Moopy. I see. 

Mr. Noone. What other business were you carrying on prior to 
November 1951? 

Mr. Lanovirz. I refuse to answer because it tends to incriminate me. 

Senator Moopy. Have you been investigated by the Bureau of 
Internal Revenue é 

Mr. Lapovirz. I have. 

Senator Moony. Is that investigation going on now ? 

Mr. Lapovrrz. It is. 

Senator Moopy. It is? 

Mr. Lapovirz. Yes, sir. 

Senator Moopy. What is the arrangement, income tax wise, of this 
corporation and the Oakman Manufacturing Co.¢ You say that you 
and your wife are the only officers of this L. & M. Co.? 

Mr. Lanovirz. That is right. 

Senator Moopy. That you own the business ! 

Mr. Lasovirz. That is right. 

Senator Moopy. But that you actually operate as an agent who 
collects checks and takes them over to Mr. Derin at the Oakman 
Manufacturing Co. ? 

Mr. Lapovirz. That is right, sir. 

Senator Moopy. Now, what sort of an arrangement do you have with 
the Freedlands regarding this income, and how do you declare it / 

Mr. Lanovirz. I declare as L. & M. Steel. 

Senator Moopy. You declare what you make personally as L. & M 
Steel; is that right? 

Mr. Lasovirz. That is right. 

Mr. Noonn. How do you account for partnership profits? Do you 
take into account partnership profits on L. & M. Steel? 

Mr. Lanovirz. I file my wife’s profit; me and my wife file. 

Mr. Noone. Actually they are not profits, but commissions. 

Mr. Lanovirz. I put it in as commission, being $2 a ton; that’: 
strictly commission. 

Mr. Noone. But it is not partnership profit, the Oakman Manu 
facturing Co. is actually getting the prokt. You are getting a flat 
commission, $2 a ton? 

Senator Moopy. Asa matter of fact, you don’t know anything about 
the price of the steel at all, do you? 

Mr. Lapovrrz. No. 

Senator Moopy. Do you know what Mr. Victor Rothberg pays fo. 
the steel when he buys it ? 

Mr. Larovrrz. No; I don’t. 

Senator Moopy. You don’t know. All you know is the total amount 
in his check? 

Mr. Lanovirz. That is all. 

Senator Moopy. Who bills it ¢ 
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Mr. Larnovirz. Max Derin. 

Senator Moopy. Max Derin bills it. So that actually the bills go 
out on your letterheads ? 

Mr. Lanovirz. That is right. 

Senator Moopy. But they are made out in the Oakman Manufac- 
turing Co. and sent to the people that you supply; is that right ¢ 

Mr. Lapovirz. That is right. 

Senator Moony. Yes. 

Mr. Noonr. And your letterhead, the letterhead of L. & M. carries 
the address of 16176 Northlawn Avenue; that’s your residence address ¢ 

Mr. Larovirz. That is right. 

Mr. Noone. You actually never see this invoice; is that so? 

Mr. Lanovirz. That is right. 

Mr. Noone. All you know about a particular transaction, is when 
you receive a check in the mail ? 

’ Mr. Larovirz. That is right. 

Mr. Noonr. You transmit the check to the Oakman Manufactur- 
ing Co. ¢ 

Mr. Lapovirz. That is right. 

Mr. Noone. Is the L. & M. Steel Co. active at the present time? 

Mr. Larovrrz. No, not active at all. 

Mr. Noone. When did it cease operations ? 

Mr. Lanovirz. I think the last check 1 got was around—I’d say 
March. 

Mr. Noone. In March. 

Mr. Lanovirz. March of this year. 

Mr. Noone. So, to your knowledge, the L. & M. Steel Co. has not 
been in business since March 4 

Mr. Lanovirz. No, haven’t been in business. We’ve been in busi- 
ness, but there’s been no business for us. Well, take it any way you 
Want to. 

Mr. Noone. What happened to the L. & M. Steel Co. ? 

Mr. Lapovrrz. I don’t know; I didn’t ask. 

Senator Moopy. You don’t know, you didn’t ask, although it is 
your company ¢ 

Mr. Lanovrrz. | mean no checks, no checks coming over to the 
nouse, 

Mr. Noone. Did you complain to the Freedland brothers or Mr. 
Derin when they cut your commission ¢ 

Mr. Lasovrrz. I don’t complain. 

Mr. Noone. You are glad to get whatever they send you? 

Mr. Lanovirz. That is right. 

Senator Moopy. All right, Mr. Labovitz. 

(Witness excused. ) 

Senator Moopy. Yetta Dubin and Sarah Fleischmann of the Clem- 
ents Steel Co. 

What is your name / 

Mrs. Dupin. Yetta Dubin. 

Senator Moopy. Do you solemnly swear that the testimony you will 
vive will be the truth, ‘the whole truth, and nothing but the truth, so 
help you God ? 

Miss Dupin. Yes; I do. 
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TESTIMONY OF YETTA DUBIN, CLEMENTS STEEL CO., 
DETROIT, MICH. 


Senator Moopy. Mrs. Dubin? 

Mrs. Dupin. Yes. 

Senator Dupin. Is Sarah Fleischmann with you today ? 

Mrs. Dustin. No; she isn’t. 

Senator Moopy. She isn’t ? 

Mrs. Dupin. No. 

Senator Moopy. I see. Did you bring the records of the Clements 
Steel Co. with you as required by the subpena / 

Mrs. Dusty. Yes; they are here. 

Senator Moopy. Do you have them here? 

Mrs. Dusty. I believe they were brought here, yes. They are here. 

Senator Moopy. Who would bring them ? 

Mrs. Dupin. Mr. Derin. 

Senator Moopy. Mr. Derin would bring them ? 

Mrs. Dupin. Yes. 

Senator Moopy. Who is Mr. Derin ? 

Mrs. Dupin. Mr. Derin, Max Derin. 

Senator Moopy. Who is he? 

Mrs. Dusin. He is from the Oakman. 

Senator Moopy. The Oakman Manufacturing Co. ? 

Mrs. Dupin. Yes. 

Senator Moopy. Now, will you give your address and business, Mrs. 
Dubin, please ¢ 

Mrs. Dupin. My address is 2654 Clements, and I’m a housewife. 

Senator Moopy. You are a housewife ? 

Mrs. Dupin. Yes; I am. 

Senator Moopy. Is that your only business ? 

Mrs. Dupin. Well, I'm a selling agency. 

Senator Moopy. You are a selling agency ? 

Mrs. Dupin. Yes. 

Senator Moopy. What do you sell? 

Mrs. Dupin. Well, that, I don’t know. 

Senator Moopy. You don’t know what you sell? 

Mrs. Dupin. Steel, I imagine. I don’t know. <A selling—I don't 
know, it isa selling agency for the Oakman. 

Senator Moopy. A selling agency for the Oakman, is that right / 

Mrs. Dustin. Yes. 

Senator Moony. Is that known as the Clements Steel Co. ? 

Mrs. Dupin. Yes; it is. 

Senator Moopy. Who are the officers of the Clements Steel Co. 

Mrs. Dupin. Well, it is a copartnership. I am and Saral 
Fleischmann. 

Senator Moopy. You and Sarah Fleischmann ? 

Mrs. Dupin. Yes. 

Senator Moopy. Are you related in any way to the Freedlands! 

Mrs. Dupin. To who? 

Senator Moopy. Freedlands ? 

Mrs. Dupin. Yes: I am. 

Senator Moopy. You are? 


Mrs. Dupin. Yes. 
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Senator Moopy. Will you tell the committee how, please ¢ 

Mrs. Dupin. I am a sister-in-law to Nathan Freedland. 

Senator Moopy. You are Nathan Freedland’s sister-in-law; is that 
right ¢ 

Mrs. Dupin. Yes. 

Senator Moopy. Is Nathan Freedland connected with the Oakman 
Manufacturing Co. ! 

Mrs. Dupin. Yes. 

Senator Moopy. He’s one of the two gentlemen controlling the 
company ; is that correct / 

Mrs. Dupin. I don’t know; I believe so. 

Senator Moopy. Is Mrs. Fleischmann related to the Oakman Man- 
ufacturing Co. ¢ 

Mrs. Dupin. Related to—— 

Senator Moopy. Anyone in the Oakman Manufacturing Co. 

Mrs. Dupin. Yes. 

Senator Moopy. What is her relationship 4 

Mrs. Dupin. I believe she is an aunt. 

Senator Moopy. Aunt / 

Mrs. Dupin. Yes: of one of the Freedlands. 

Senator Moopy. An aunt of one of the Freedlands? 

Mrs. Dupin. Yes. 

Senator Moopy. What do you do as a selling agent ¢ 

Mrs. Dunin. Well, I just receive mail at my home and I sign the 
checks. 

Senator Moopy. You receive mail at your home and you sign the 
checks ¢ 

Mrs. Dupin. Yes. 

Senator Moopy. What checks do you sign ¢ 

Mrs. Dupin. Checks from the Clements Steel. 

Senator Moopy. Checks from the Clements Steel ? 

Mrs. Dupin. Yes. 

Senator Moopy. Or for the Clements Steel ? 

Mrs. Dupin. Or for the Clements Steel. 

Senator Moony. Where do those checks come from / 

Mrs. Dupin. Well, they just send me over the checks; Mr. Derin 
sends over the checks to me, and I just sign them. 

Senator Moony. I see. Mr. Derin gets the checks and he sends vou 
the checks ? ; 

Mrs. Dusin. The checks from Clements Steel, I just sign them. I 
sign my name to them. 

Senator Moony. I see. These are blank checks for the Clements 
Stee] ? 

Mrs. Dupin. Yes. 

Senator Moony. Do you get checks from people that are paying the 
Clements Steel ? iis 

Mrs. Dupin. There is mail that comes in, I don’t know what it 
eontams. 

Senator Moopy. You don’t know what it contains. 

Mrs. Dupin. Envelopes, I put them aside and send them to Mr. 
Derin. 

Senator Moopy. 'To whom are they addressed ? 

Mrs. Duptn. Clements Steel Co. 


92785—52 14 
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Senator Moopy. Anyone connected with the Clements Steel Co. be 
sides yourself? Yourself and Mrs. Fleischmann ? 

Mrs. Dupin. No. 

Senator Moopy. Does Mrs. Fleischmann open the letters ¢ 

Mrs. Dupin. No; she doesn’t. In case I’m out of town, she just can 
sign checks, that is all. I get all the mail and do all the signing. 
That’s her capacity. 

Senator Moopy. Your only function is to forward incoming mai! 
which you don’t open, and sign checks for the company for stee s} 

Mrs. Dupin. I don’t know. 

Senator Moopy. You don’t know what your company deals in; 
that correct ¢ 

Mrs. Dupin. LI imagine it’s steel, it is the Clements Steel Co. I don’t 
know. 

Senator Moopy. You know it is called the Clements Steel Co.; is that 
right ¢ 

Mrs. Duntn. That is all I know; yes. 

Senator Moopy. When was this arrangement entered into, Mrs 
Dubin ? 

Mrs. Dusty. I believe in January 1951. January of this yea 

Senator Moopy. What are you paid for this service? 

Mrs. Dupin. $100 a month. 

Senator Moopy. $100 a month ¢ 

Mrs. Dupin. That is right. 

Senator Moony. I see. What is the reason for calling this a com 
pany ¢ 

Mrs. Dupin. That I don’t know. 

Senator Moopy. You don’t know? 

Mrs. Durr. No. 

Senator Moopy. Who suggested that you do this? 

Mrs. Dupin. Well, Mr. Freedland asked me if I would give my 
house, my name, Clements Steel Co., and I said I won’t mind. “He said 
as a selling agency. 

Senator Moopy. I see. And he asked you to do this and asked you 
to sign the checks and asked you to forward the mail and you formed 
the company and that is all you know about it; is that correct ? 

Mrs. Dupin. Yes. 

Senator Moopy. How much steel has been sold by the Clements Stee! 
Co.; do you know ? 

Mrs. Dupin. That I wouldn’t know. 

Senator Moopy. You don’t know? 

Mrs. Dupin. No. 

Senator Moopy. You never even opened the letters; is that correct / 

Mrs. Dupin. No; I never opened any mail. 

Senator Moopy. How large a volume of mail comes to your house 
for the Oakman ? 

Mrs. Dupin. Not too much, not too much mail. 

Senator Moopy. Is the Clements Steel Co. or the Clements Meta! 
Co. under investigation by the Bureau of Internal Revenue? 

Mrs. Dustin. Not that I know of. 

Senator Moony. Not that you know of. 

Mrs. Dupin. No. 

Senator Moopy. No one has questioned you about the income 
your company ¢ 
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Mrs. Dupin. No one ever has. 

Senator Moopy. And they pay you not a percentage, but they pay 
you a flat fee of $100 a month? 

Mrs. Dupin. That is right. 

Senator Moopy. And this is not a corporation but a partnership ; 

that correct ? 

Mrs. Dupin. That is right. 

Senator Moopy. And the partnership merely consists of these serv- 
ices, these clerical services for Mr. Derin, of the Oakman Manufac- 
turing Co. ?¢ 

Mrs. Dunin. That is right. 

Senator Moopy. You are related by marriage and so is Mrs. Fleisch- 
mann to the owners of that company ? 

Mrs. Dupin. Yes. 

Mr. Noone. Have you ever actually handled a steel sale for the 
company ¢ 

Mrs. Dusty. No. 

Mr. Noone. Have you ever received a telephone call at your home ? 

Mrs. Dupin. Never. 

Mr. Noong. The only contact with the company and the business 
is the receiving of these statements and checks for the company ? 

Mrs. Dustin. That is right. I don’t know what they were, it was 
mail coming in. 

Senator Moopy. Do you know Mr. Victor Rothberg ? 

Mrs. Dusty. No. 

Senator Moopy. Have you ever met him? 

Mrs. Dupin. I’ve seen him in there, met him in there. 

Senator Moopy. Just met in here today? 

Mrs. Dupin. That is right. 

Senator Moopy. Did you know that your company was perhaps 
the principal supplier of steel to Mr. Rothberg ‘ 

Mrs. Dupin. That I do not know. 

Senator Moopy. You didn’t know about that ? 

Mrs. Dupin. No. 

Senator Moony. Do you know anyone connected with the Am- 
bassador Steel Co. ¢ 

Mrs. Dusty. I do not. 

Senator Moopy. Do you know Mr. Sidney Knoll? 

Mrs. Dupin. No; I don’t. 

Mr. Noone. Have you had any previous experience at all in the 
steel business 4 

Mrs. Dupin. No; I never have. 

Mr. Noone. Have you ever had any business experience é 

Mrs. Dusty. I haven't. 

Senator Moopy. You didn’t think when you accepted this little 
arrangement you'd be down here in the Federal building testifying, 
did you? 

Mrs. Dupin. No; I did not. 

Senator Moopy. You are excused. 

( Witness excused.) 

Senator Moony. Harry Freedland and Nathan Freedland. 

Mr. Surre. We have Mr. Nathan Freedland here, Senator. Mr. 
Harry Freedland was not served. 

Senator Moopy. May I ask— 
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Mr. Suere. The name is Charles N. Shere. We're general counse| 
of the Oakman Manufacturing Co. 

Senator Moopy. You say you have Mr. Derin and Mr. Nathan 
Freedland here ? 

Mr. Suere. That is true. 

Senator Moopy. Where is Harry Freedland ¢ 

Mr. Suere. He's available but he is not served. Mr. Derin is the 
man most familiar with these transactions. 

Senator Moopy. Do you have any reason for not having Mr. Freed 
land here? 

Mr. Suere. No; he wasn’t served, Your Honor. It was a subpena 
directed to the corporation and was served on Mr. Nathan Freedland 
and we brought Mr. Derin, who is also named. If you want him, 
he is available. 

Mr. Noone. He was named in the subpena. 

Mr. Suere. Yes; but not served. 

Senator Moopy. How soon can you get him here? 

Mr. Suere. This afternoon ¢ 

Senator Moopy. Yes. , 

Mr. Suere. Half an hour, 40 minutes. 

Senator Moopy. Ask him to come down. We'll start with you 
two witnesses and perhaps he can be here before they finish. 

Mr. Naruan FreepLANp. He may be watching on television, maybe 
putting his hat and coat on now. 

Senator Moopy. Maybe he wants to come over and get in the act. 

Do you two gentlemen solemnly swear that the testimony you wil! 
give will be the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Naruan Freepianp. I do. 

Mr. Deri. I do. 

Senator Moony. May we have the records of your company, which 
are subpenaed, please? Give them to Mr. Amis, of the committee. 
please. 


TESTIMONY OF NATHAN FREEDLAND AND MAX DERIN, OAKMAN 
MANUFACTURING CO., DETROIT, MICH. 


Mr. Suere. Will you hold up the taking of testimony until I ca 
reach Mr. Freedland ? 

Senator Moopy. We can have a court aid call him. 

Mr. Srere. Will you do that? 

Senator Moopy. Yes. 

Will you state your name for the record, Mr. Freedland ¢ 

Mr. NaruHan Frerpianp. Nathan Freedland. 

Senator Moopy. You are the treasurer of the Oakman Manufactu! 
ing Co., are you? 

Mr. NaTrHAN Freepianp. That is correct. 

Senator Moopy. Will you state your name? 

Mr. Dertn. Max Derin. 

Senator Moony. What is your connection with this company ? 

Mr. Derry. I am the purchasing agent. 

Senator Moopy. You are the man who handles most of the com 
pany’s metals? 

Mr. Dern. I do most of the buying. 
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Senator Moopy. From whom do you buy, Mr. Derin ? 

Mr. Derin. We buy from every possible source that steel can be 
purchased, ! 

Senator Moopy. You buy from every possible source that steel can 
be purchased ¢ 

Mr. Dertn. We buy from every source, every possible source that 
steel can be purchased. 

Senator Moopy. Perhaps Mr. Freedland should tell us the nature 
of your business. 

Mr. Narnan Freepianp. We are a stamping concern, make metal 
stampings. 

Senator Moopy. Metal stampings? 

Mr. Naruan Freepianp. That is right. 

Senator Moopy. I see. For whom do you make metal stampings? 

Mr. Naru an Freeptanp. We make stampings for Ternstedt, Chrys- 
ler, B. & H., Stransteel, that’s the Quonset, and 

Mr. Derin. We've also done business with Kaiser-Frazer and also 
with United States Rubber. 

Senator Moopy. United States Rubber and Kaiser-Frazer ? 

Mr. Naruan Freepianp. Chicago Rawhide. 

Mr. Derin. Parker Wolverine. 

Senator Moopy. For all these companies you gentlemen have men- 
tioned, you have done stamping work, is that correct ‘ 

Mr. NaruHan Freeptanp. That is right. 

Senator Moopy. Bumper guards and things like that ? 

Mr. Naruan Freepianp. That is right. 

Senator Moopy. Is that your only business, Mr. Freedland ¢ 

Mr. Naruan Freepianp. Primarily, that is our only business, ves. 

Senator Moopy. Is that your only business ? 

Mr. Naruan Freepianp. That is correct. 

Senator Moopy. Is stamping and selling your products the only 
tivity that this company carries on? 

Mr. Naruan Freeptanp. No. Wecarry on other activities, in order 
to maintain our stampings, in order to procure our steel and stay in 
business. We do other things, too. Our primary business is 
stampings. 

Senator Moony. Your primary business is stampings ? 

Mr. NarHan Freepianp. That is right. That is the business we 

ope to stay in. 

Senator Moopy. What percentage of your business in 1951 has been 
n stampings and what percentage has been in other activities 

Mr. Naruan Freeptanp. Well—— 

Mr. Derin. Can I answer? 

Senator Moopy. Go ahead, Mr. Derin. 

Mr. Dertn. I would say roughly 5 to 3. 

Senator Moopy. Five to three which way ? 

Mr. Derin. Five in stampings and three in other business. 

Senator Moopy. I see. 

Mr. Dertn. Roughly. 

Senator Moopy. Will you tell us where you get your steel 

Mr. Dertn. Can I answer that? 

Senator Moopy. You answer, Mr. Derin. 

Mr. Dertn. We get steel from several mills, we get steel from—— 

Senator Moopy. What mill ? 
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Mr. Naruan Freepianp. We get steel from Detroit Steel, we get 
steel from Sharron. 

Senator Moopy. How much steel have you got in 1951 from Detroit 
Steel ? 

Mr. Deri. I don’t have those figures, Senator. Oh, maybe a hun- 
dred to a hundred fifty tons a month, perhaps. I don’t have the exact 
figures. 

Senator Moopy. You say a hundred or a hundred fifty-—— 

Mr. Derry. I don’t have the exact figures, I really don’t know. 

Senator Moopy. I have here a rather thick sheaf of orders, which 
indicates you deal rather extensively with Detroit Steel Corp. in 
obtaining steel. With whom do you deal out there, Mr. Derin? 

Mr. Derin. Well, with people in the order department, who handle 
this sales or sales representative. 

Senator Moopy. Do you ever have any trouble getting steel from 
Detroit Steel? 

Mr. Dertn. Well, we’ve had trouble getting steel from everybod) 
at one time or another. 

Senator Moopy. You have? 

Mr. Derin. Yes, sir. 

Senator Moopy. Do you give them CMP tickets to get your stee! 
now ¢ 

Mr. Derry. If it is CMP steel, we give them CMP. 

Senator Moopy. I see. What other kinds of steel do you get? 

Mr. Dertn. We get steel from Great Lakes Corp., Sharon Steel, 
Detroit Steel, get steel from miscellaneous warehouses, we buy steel 
from brokers, bought steel from practically every place in the Union. 

Senator Moopy. You have? 

Mr. NatHANn FreEpDLAND. Yes. 

Senator Moopy. You get most of your steel, however, in the Detroit 
area ¢ 

Mr. Derin. I would say largely that’s so. 

Mr. NarHan Freepianp. Pardon me, we've also bought foreigi 
steel. 

Senator Moopy. Also bought foreign steel ? 

Mr. NarHan Freep_anp. Not from companies but from brokers 

Senator Moopy. What percentage of your steel do you actually us 
in your stampings? 

Mr. Dertn. We use approximately, oh, perhaps 1,200 tons a month 

Senator Moopy. Twelve hundred tons a month; how much do yo 
buy a month? 

Mr. Dern. We buy as much as you can. 

Senator Moopy. All you can get; is that right ? 

Mr. Dertn. All we can get. 

Senator Moopy. What prices do you pay for it? 

Mr. Dertn. We pay—try to buy it as—naturally, as advantageous!) 
as possible. But if we have to go out and pay a high price, we do 

Senator Moopy. I see. How much have you averaged per mont! 
in purchasing steel in 1951? 

Mr. Dern. I don’t quite understand, Senator. 

Senator Moony. How much steel have you bought a month in 1951! 

Mr. Dertin. I don’t have the exact figure, Senator. I couldn't 
tell--— 
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Senator Moopy. Can you approximate it ¢ 

Mr. Deri. I'd only be guessing. 

Senator Moopy. Well, would you say it was double the amount that 
you use in your stamping business ¢ 

Mr. Derin. I'd only be guessing, Senator. 

Senator Moopy. You’d only be guessing. Do you have any ap- 
proximation, Mr. Freedland, on what you buy a month ? 
~ Mr. Narwan Freeptanp. Well, I would say we probably buy—this 
is only a guess, too—maybe eight or nine hundred tons a month, but 
this eight or nine hundred tons a month that we purchase is all, is 
mostly warehouse steel. The sales that we make in our stampings 
are all based on mill steel. In other words, a prime sheet at a mill 
base, 5-cent steel, for instance, taking in round figures and it must be 
a prime sheet to fit our production w ith the finish to serve the product t. 
1 would say we get probably 90 percent of our steel, which is sec- 
ondary material, wasters, odds and ends at warehouse prices. 

Senator Moopy. You say 90 percent of your steel comes to you 
from warehouses rather than from your prime supplier ¢ 

Mr. Naruan Freep ann. That’s right—well, the prime suppliers, 
now, it would—take Great Lakes Steel, for instance, they by far give 
us the most steel. But the steel they give us in warehouse steel. They 
have a warehouse division and the prices are above mill price, and 
the steel that we can use is only some of it, and others—we try to pro- 
cure other steel to suit our purposes. 

Senator Moopy. How much do you pay for your Great Lakes 
steel ¢ 

Mr. NarHan Freepianp. That I couldn’t tell you. 

Mr. Dertn. It’s more or less warehouse price, perhaps in the neigh- 
borhood of warehouse, probably a cent and a half or two more. I 
imagine it averages 4.75. Secondary, so-called better items, might 
be 7 cents or 714 cents. 

Mr. Naruan Freepianp. Then we'll take this steel and trade it 
to somebody, whatever we can use in our production we will. Any 
steel that we don’t use in our production which is the bulk of it—— 

Mr. Derin. The large portion of it. 

Mr. NarHan Freepbanp. By far the greater portion, will, we'll 
trade for other items. Those other items we'll keep trading. 

Senator Moopy. What kind of other items / 

Mr. Naruan Freepianp. Steel, better steel, better sheets, better 
quality steel; that we could use to trade for steel that we could ulti- 
mately use. And we’ll—well, that’s how we've been operating. 

Snator Moopy. Well now—— 

Mr. NaruHan Freeptanp. We will pay, we have also paid 9, 10 and 
11,and we have paid 13 cents for steel, also. 

Senator Moopy. Well now, your records show that you get steel 
from the Great Lakes Steel Corp. for as low as 5.1 cents a pound; is 
that correct ¢ 

Mr. NatHan Freepianp. That is correct. 

Mr. Derin. That’s correct. 

Senator Moopy. And also, you go as high as 9.20 per pound / 

Mr. NatHan Freeptanp. That is correct. 

Senator Moopy. What is the highest price vou have sold steel at, 
Mr. Freedland ¢ 
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Mr. Naruan Freeptanp. Well, on this steel, we primarily are a 
manufacturer. Like I say, we're forced into a bad situation here. 
We hope that it never occurred, and the situation that we were brought 
into was because of conditions, and we had to do things to stay in 
business. 

Senator Moopy. Let me ask you this, if I may interrupt. 

Mr. Naruan Freepianp. Yes? 

Senator Moopy. You say, you imply by your statement that the 
only reason you sell steel is to keep yourself in ‘business, is that correct / 

Mr. Naruan Freepianp. Well, yes—that isn’t correct, no, no. T'll 
say this, the reason we sell steel—now, when we sell steel, the overages 
that we get on the steel makes up for a lot of difference in what we 
lose because when we pay a nickel a pound for steel, $0.0501, as we said 
a minute ago, Senator, when we pay 80,0501 for steel that may be not 
the steel we need, and as a result isn’t the steel we need. 

Senator Moopy. Why do you buy it? 

Mr. Naruan Freeptanp. We buy it in order to trade and see who 
needs that particular steel. We give it to them and in turn we take 
other steel from them. 

Senator Moovy. Wouldn't it be a more direct method simply to 
order what you need ¢ 

Mr. Naruan Freepianp. We couldn’t afford it. 

Senator Moopy. You couldn't afford it ¢ 

Mr. NaruaAn FreEepLAND. No, sir. 

Senator Moony. So your explanation of the fact that you trade in 
steel is, as I understand it, that you buy some steel because you can't 
get what you want ? 

Mr. Natuan Freepianp. That’s exactly the answer. 

Senator Moopy. Well, why? Where do you get the steel that you 
want ¢ 

Mr. Naruan Freeptanp. Where do we get the steel we want ? 

Senator Moony. Yes. 

Mr. Natuan Freepianp. Well, we'll inquire from various brokers, 
various manufacturers, and if they have an item that—if we have ai 
item that they could use, we will give them and say, “Here’s X pounds 
for an item.” We'll sell them our item at mill price, we'll buy it 
back from them, at mill price. 

Senator Moopy. Do you aways sell at mill price? 

Mr. Naruan Freeptanp. Oakman sells at mill price. 

Senator Moopy. Who does Oakman sell to? 

Mr. Naruan Freeptanp. When Oakman makes a deal, if we should 
make a deal with Kaiser Frazer, for instance, we'll make a deal and 
sell to them at mill price, 7 they'll sell it to us at their cost or ware 
house—or, not warehouse, but probaby their cost, and they'll give us 
extra tonnage to make up our losses. 

Mr. Dern. Perhaps two to one or three to one. 

Senator Moopy. What have your — been ¢ 

Mr. Naruan FrReEpLAND. Well, in 1951 we did a little over $8,000. 
Q00 worth of business which ine <n. the stampings and steel. And 
fortunately we made a profit in 1951. Our profit was, we averaged 
at 3.2 percent. That’s over $8,000,000 worth of steel, trading, sales 
and stampings sales and so forth. 

Senator Moopy. You made a profit of roughly $250,000, 
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Mr. Naruan FreepiaNp. I think it’s $270,000. 

Mr. Derty. Two sixty-nine. 

Senator Moopy. I see. 

Mr. Naruan Freeptanp. My mathematics are not so good. 

Senator Moopy. How much steel do you sell to the Clements 
Steel Co.? 

Mr. Naruan Freeputanp. Well, all the steel we sell, we sell all our 
steel at mill prices through Oakman on trade deals. 

Senator Moopy. In other words, Oakman itself does not sell steel at 
an advanced price, but the Clements Steel and L. & M. Steel Co. do, 
is that right ? 

Mr. Naruan Freeptanp. That is correct. 

Mr. Derin. That is correct. 

Senator Moopy. What is the reason for that / 

_ NatHan Freepianp. The reason for that. like I said before, 

ere primarily in the stamping business. We don’t have any his 
tory with any mills, and we have difficulty in getting our steel. Now, 
if we're known as selling steel, we probably get cut off in no time 
flat. 

Mr. Drertn. Or we would not get any chance to quote manufacturing 
business. We want to maintain our competitive business in the stamp- 
ing field. 

Senator Moony. I see. Sothat nobody will know you’re selling steel, 
you had these friends of yours form the companies, is that correct / 

Mr. Naruan FrEEDLAND. That is correct. 

Senator Moopy. What function do they perform / 

Mr. Naruan FreepLAND. None whatever. 

Senator Moopy. None whatever? 

Mr. Narn an Freeptanp. They get—well, we might call it a commis- 
sion for using their name. We can’t lend our name to that, and we 
hope to stay in business in the future in the stamping business. 

Senator Moopy. How did you get out of the stamping business? 

Mr. Narnan Freepvtann. We are in the stamping business. 

Senator Moopy. I mean, how did you—why was it that you went 
into the business of buying and selling steel? Let’s get that clear. 

Mr. Naruan Freepitanp. Well, it’s—we started, when we first 
started in business. we had a large order with the Firestone Co. We 
had a million and a half dollar order for bumper guards. 

Senator Moovy. When was that ? 

Mr. Natuan FreEDLAND. That was in 1946. And steel was hard to 
get. We went out and we bought some bumper guards, we bought 
some laminated steel that wouldn't hold chrome, and we were just 
on the ve rege ot going busted with that business and this laminated steel 

- at we got, we stopped off our production and we got better steel for 

and that is what got us ino the so-called trade deals. As a matter 
of fact, the first deal we made, the first deal we oe I think we got 
some heavy plate from a mill, and we traded it to a warehouse for 
some hk amint ited steel. W e ll, we didn’ { know. we via into one of those 
onditions that got the best of us. 

Senator Moopy. So you just fell into the gray market and it got 
the best of you, is that right / Y 

Mr. Narnan F REEDLAND. Well, the reason we're doing it. I'll say 
igain, the reason we're doing it, if we didn’t do exactly what we're 
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doing to make up the difference and the losses, the losses we’re taking in 
steel, we must go out of business. 

Senator Moopy. How much did you make from Clement and L. & M. 
in 1951? 

Mr. NarHan Freepianp. Well, Senator, whatever we made in L. 
& M. is all thrown into this pot. 

Senator Moopy. What pot? 

Mr. NarH.n Freepianp. Into Oakman; Oakman received every cent 
of that, anything we made. We have no separate companies, separate 
corporations or anything. 

Senator Moopy. How about 1950? 

Mr. Naruan Freeptanp. Well, in 1950 it was the same aa 

Senator Moopy. How did you—you say you made over $270,000 this 
year so far; how much did you make last year / 

Mr. Navan Freeptann. In 1950 I think we made around three 
hundred. 

Mr. Derin. Three hundred, percentagewise. 

Mr. NarHaNn Freepianp. About 7 percent, and the year before we 
made nothing. 

Senator Moopy. Why was that ? 

Mr. NvrHan Freepianp. Well, the year before we just couldn't get 
steel. There was nothing moving and business was bad. We didn’t 
make anything the year before. 

Senator Moopy. Well, when you say nothing was moving, you mean 
no steel was being sold ? 

: = 7 

Mr. NaTHAN FREEpLAND. No; we had no—— 

Senator Moopy. They were making automobiles, weren't they ¢ 

Mr. NarHan FreepLanp. We couldn't get enough steel to meet ou 
production that year and we couldn’t get any secondary material to 
do what we did this last year. 

Senator Moopy. Do you know Mr. Rothberg / 

Mr. Naruan Freepianp. Yes; I do. 

Senator Moopy. What is his business, do you know ¢ 

Mr. NarHan Freepitanp. Well, he’s a steel broker. 

Senator Moony. He is a steel broker? How much steel did you sel! 
him this year ¢ 

Mr. NaruHan Freepianp. I have no idea. We have everything 
recorded there, but I couldn’t tell you. 

Senator Moopy. The records show it’s 6.144.000 pounds ; would that 
be right ? 

Mr. Narian Freepianp. If it says so, it’s probably right, Senator. 
I couldn't tell you one way or another. I couldn’t tell you within 3 
million pounds. You coule 1 probably check it. 

Senator Moopy. That’s what the record says. Are you familiar wit! 
the formation of the Ambassador Steel Co. / 

Mr. NarHan Freepianp. Well, in respect that the owner or th 
principal stockholders were related to me. But we have nothing to «i: 
with the company. 

Senator Moopy. They are your brothers ? 

Mr. NarHan Freepianp. Yes. 

Senator Moopy. How long has he been in business ? 

Mr. Naruan Freepianp. In the steel business? 

Senator Moopy. Yes. 
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Mr. NatHan Freeptanp. Oh, I'd say about 5 years. 

Senator Moony. About 5 years? 

Mr. NATHAN FREEDLAND. Yes. 

cee Moopy. What did he do before that? 

Mr. Naruan Freepianp. Well, before that he was—oh, he had a 
little pli unt on Twelfth Street, license-plate frame, or some such thing. 

Senator Moopy. Mr. Freedland, have you seen this chart? 

Mr. Natuan Freepitanp. No; I didn’t. 

Senator Moopy. Well, this chart shows that you obtained steel from 
Great Lakes, Sharon Steel, Detroit Steel Corp., Production Steel, 
Kaiser-Frazer, and apparently you operate as a manufacturing com- 
pany, and also asa steel broker ; is that correct ? 
~ Mr. Naruan Freepianp. Well, I wouldn’t call it that. 

Senator Moopy. Well, you operate— 

Mr. NarHan Freepianp. Well, you might call it that; yes. 

Senator Moopy. Now, you operate ¢ and take your surplus steel and 
put it in the hands of these dummy companies, L. & M. and Clements 
Steel; is that right? 

Mr. NaruHan Freepianp. That’s right; your surplus steel, anything 
we can’t use in our own production. 

Senator Moopy. Now, some of this steel moves over in the Ambas- 
sador Steel Co. owned by your.brother ; is that right ? 

Mr. Narnan Freepianp. That’s right. 

Senator Moopy. Some of your other steel moves down into the 

Mr. NarHan Freepianp. Was that 514-cent steel: yes. 

Senator Moony. No; it’s seven seventy-five. 

Mr. NATHAN FreEepLAND. Five and a half to seven. 

Senator Moopy. Here you sell through the dummy companies to 
Mr. Rothberg. 

Mr. Naruan Freepitanp. That’s right. 

Senator Moopy. And he sells to Mr. Knoll ? 

Mr. Naruan Freepianp. I wouldn’t know that. 

Senator Moopy. You wouldn’t know that ? 

Mr. Natuan Freepitanp. I wouldn’t know that: no. 

Senator Moopy. Mr. Rothberg testified that these two companies 
of yours are h's principal sources of supply. How much steel do you 
givehimamonth? Or sell hima month ? 

Mr. NarHan Freeptanp. I couldn't tell you that. You just told 
me what it was, and if you say it, it’s probably so, but I couldn’t tell 
you. 

Senator Moopy. Well, as a matter of fact, while you say you are 
primarily in the stamping business, as a matter of fac tia large pro- 
portion of your business is buying and selling steel; isn’t it ? 

Mr. NATHAN FreeDLAND. Well, it isn’t a larger portion. 

Senator Moopy. But it is a large proportion. 

Mr. NATHAN FREEDLAND. A large proportion; yes. 

Senator Moopy. Wh: at is the highest you have sold steel at through 
these dummy ¢ ss anies ? 

Mr. Dertn. Oh, I'd say perhaps 18 cents. 

Senator Moopy. Eighteen cents? 

Mr. Derin. Seventeen and a half. 

Senator Moopy. To whom have you sold steel, Mr. Derin ? 

Mr. Dertn. To whom have we sold steel ? 

Senator Moopy. Yes. 
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Mr. Derin. All high-priced steel was sold to these companies. 

Senator Moopy. All of the high-priced steel was sold to L. & M 
and Clements ¢ 

Mr. Derin. That is correct. 

Senator Moopy. The previous witnesses testified that they dealt 
through the L. & M. and Clements companies with Mr. Derin. 

Mr. Derin. It wasn’t me; I did a lot of work, yes; but I’m not the 
company. 

Senator Moopy. They testified that they just signed the checks and 
got the money and put it in your lap. 

Mr. Dern. I did the necessary record keeping and so on; yes. 

Senator Moopy. So actually you do function—you buy the stee] 
for the Oakman Manufacturing Co. from various sources and Mr. 
Freedland sells the steel for those companies. They testified they 
didn’t have anything to do with selling it; is that correct ¢ 

Mr. NarHAN Freepitanp. Well, no, no. I wouldn’t say that. If | 
did, I—the actual manual labor in there or the actual talking, I didn’ 
do, but it’s actually our company. Do we understand 

Senator Moopy. Who did the manual labor of talking about this! 

Mr. NarHan Freeptanp. What I mean is, it’s our company, it’s our 
company, and I thought a minute ago you interpreted me as saying 
before that it wasn’t our company, that we had nothing to do with it; 
is that correct ¢ 

Senator Moopy. Between Oakman. 

Mr. NarHan Freepitanp. Between Oakman and Clements. 

Senator Moopy. I understand you have testified. 

Mr. NarHan Freep_anp. Clements is our company. 

Senator Moopy. They are? 

Mr. NarHan Freepianp. Yes. 

Senator Moopy. When Mr. Rothberg buys steel, for example from 
your company or from Clements and L. & M., to whom does he talk’ 

Mr. Dertn. He might talk to me or he might talk to Mr. Nathan 
Freedland; Mr. Harry Freedland or to my: self. 

Senator Moopy. Yes. Mr. Freedland, you have testified that you 
didn’t make a profit in 1949; is that correct ? 

Mr. NarHan Freepianp. 1949 our profit was nil, we'll put it. 

Senator Moony. The stat:nent filed by the Oakman Manufacturing 
Co. with the county clerk shows a schedule of surplus and undivided 
profits of $418,142.89. How do you explain that# 

Mr. Naruan Freepitanp. That wasn’t made in that year, that’s 
accumulative profits since we’re in business. It’s not for the year, wi 
never earned that much. 

Senator Moopy. In a single year. 

Mr. Noone. It purports to be an annual report as of November 30 
1949. Are you on a fiscal? 

Mr. Naruan FReepLAND. We're on a fiscal, yes, ending November 30 

Mr. Noone. Then that appears to be your annual report. 

Mr. Naruan Freeptanp. Well, our auditors or somebody—— 

Mr. Suere. Well, no; an annual report here in the State of Mich 
gan doesn’t necessarily mean an annual report of the surplus in tha 
year. It’s your total surplus, over and above the paid-in capital. h 
other words, it isn’t an annual report for that particular year like 
an aman report would be. 
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Mr. Noone. In other words, it would be your net tangible worth ? 

Mr. Suere. That is correct. 

Senator Moopy. Mr. Freedland, how long have you been in steel? 

Mr. Naruan Freepianp. Well, you're putting it in a funny way. 
ll say about a year after we got in the stamping business. 

Senator Moopy. When did you go into the stamping business / 

Mr. Naruan Freepianp. Well, we came into the stamping business 
in 1946. 

Senator Moopy. In 1946, just after the war‘ 

Mr. Naruan Freepianp. That’s right. 

Senator Moopy. I see. You obt ained your customers in that area, 
and do you have any way of knowing how much of the steel at L. & M. 
and Clements has been sold and gone outside of Detroit ? 

Mr. Naruan Freepianp. I have no way of knowing after it goes to 
the customers or brokers. Asa matter of fact they probably wouldn’t 
even tell us if they have, because they wouldn’t want us to know their 
business or their customers. We couldn't sell to the end user anyway. 

Senator Moopy. What did you do before 1946? 

Mr. Naruan Freepianp. During the war we were in the tool busi- 
ness. As a matter of fact, we still have a tool-and-die shop. 

Senator Moopy. You have a tool-and-die shop ¢ 

Mr. Naruan FrReEDLAND. Yes. 

Senator Moopy. That is separate / 

Mr. Narnan Freepitanp. That is separate. 

Senator Moopy. Do you have any trouble getting steel for that 
shop ¢ 

Mr. Naruan FreepLAND. Yes: an awful lot of trouble getting “a 
As a matter of fact, we have got a small ay and rearranged it to 
where we have a man that earns—one of the partners who earns over 
8200 a week that sits on the telephone all day trying to procure tool 
steel, 

Senator Moopy. How much have you sold for these two dummy 
companies in 19514 

Mr. Naruan Freeptanp. Well, I don’t know. 

Senator Moopy. Well, why don’t vou sell this steel to them / 

Mr. Naruan Freepianp. That isn’t the type of steel they need, 
They need tool steel. That’s harder to get than sheet steel. 

Senator Moopy. What did you do before that 7 

Mr. Naruan Freepianp. Well, I had a lot of businesses. I was in 
he ice-cream stores. I had cigar stores. 

Senator Mcopy. Did you ever operate a hand book ¢ 

Mr. NarnaAn FreepLanp. I refuse to answer that, Senator. 

Senator Moopy. On what ye 

Mr. Naruan FReepLAND. Well, it may incriminate me. 

Senator Moopy. Let me ask vou ibis question, Mr. Freedland; you 
ipparently get a very large, comparatively large supply of steel that 
vou don’t have to use in your stamping end of the business, which 
ou sell as a result. consider: ably over and above what you use in your 
business: is that correct 4 

Mr. Naruan Freeptanp. Let me say this, the steel that we get, 


ie cost of it and the amount of it. that will cost much greater than 


What we can afford to put into our stampings. When we sell some 
he to the customer we base it on prime mill steel and mill price. 
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Senator Moopy. You say you can’t afford to pay your own price: 
for steel ? 

Mr. Narnan Freepianp. We can’t afford to pay 514 and 6 cent 
a pound for steel and put it into something were getting 5 cents 
pound for because that’s bad business and we'll lose money. Every 
thing we sell is competitive and our competitors base their sales 61 
mill prices, and that’s the way we base our sales. 

Senator Moony. That’s a very interesting sidelight on this thing 
because of the various complications which have been encountered by 
a number of small-business men who have testified before this con 
mittee in Chicago, Pittsburgh, and elsewhere, to the effect that the) 
could not afford to pay the gray-market prices for steel and nickel and 
stay in business. There is one man—nickel moved off the market at 
four and a half a pound bought by large corporations that could afford 
to pay it. It was 67 and 70 cent nickel and the small-business men 
said, “I can’t afford to pay those prices and stay in business because 
I can’t sell any product for that price.” Now, you say you sell steel to 
other businesses at prices you could not pay yourself and stay in 
business; is that right ? 

Mr. NarHan Freepianp. That’s right; but let me go further. The 
steel that we do sell, Senator, is steel that ultimately we'll trade. Now, 
there’s one other phase that we didn’t get in here, and that is when 
we get an item of steel we may pay 6 or 7 cents for a pound of that 
steel. There’s another company that could use that steel, a manufac 
turer. We'll say Oakman would sell, they need that steel worse than 
we do theirselves, probably. They'll send us their steel at warehouse 
prices, 7, 8, or 9 cents a pound, we'll sell them our steel that we paid 
a high price for, for four and a half cents. We'll take a loss on the 
steel we sell to them. We'll give them the high price for more steel. 
Therefore whatever we buy we keep multiplying—— 

Mr. Derin. To obtain. 

Mr. NarHAN Freep.anp. The type of steel we need and ultimately 
when we have got steel we don’t trade or can’t use in our production, 
we'll sell it. If we were to sell it, we buy steel for 13, as much as 16 
cents a pound, if we were to sell that steel for steel we can’t use for 6 
or 7 cents a pound, well, that would probably break us because that’s a 
margin we have to pick up the differences in what we lose on our ow! 
production. 

Senator Moopy. Do you get steel on that basis from Mr. Rothberg’ 

Mr. NATHAN FREEDLAND. Get steel from him ¢ 

Senator Moopy. Yes. 

Mr. NarHan Freeptanp. What do you mean / 

Senator Moopy. Well, I mean you have just described a very comp 
cated thing in which you say you get other steel. 

Mr. NATHAN FrREEDLAND. We have had deals with him. 

Mr. Dertn. Oakman Manufacturing Co. has purchased steel fron 
V.& R. Steel or Mr. Rothberg. 

Senator Moopy. How many times? 

Mr. Dertn. Maybe several times, Senator. 

Senator Moopy. Several times. I believe Mr. Rothberg testified 
once—— 

Mr. Derry. It might be only once; it might be right, Senator. 

Senator Moovy. The reason’I asked that 
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Mr. Dertn. It was comparatively recently. 

Senator Moony. You seem to be putting great emphasis on the need 
for trading steel around, and Mr. Rothberg testified a little while ago 
that your dummy companies were his main supplier as a steel broker. 

Mr. Derin. Excuse me. When steel—if he had an item available 
that was usable to us, we'd still buy from him. What we buy from 
him was not in relation to what he bought from Clements. 

Senator Moopy. But you bought steel he was selling into the gray 
market, or which was already there that he was selling to other brokers. 
Ordinarily you were not trading steel with Rothberg, were you? 

Mr. Derin. Ordinarily not. 

Mr. NarHan Freeptanp. That is correct. Ordinarily trades were 
made by Oakman Manufacturing Co., and the records will show that 
all the sales, that all the trades were made, Oakman sold steel for four, 
four and a half, four-fifty, or five, whatever the price may be, and we 
bought back greater quantities of steel at more money. All of these 
trades were Oakman trades, not L. & M. The ultimate seller, when 
we can’t use anything, we'll say Clements or L. & M. are going to sell it. 

Senator Moopy. In other words, when youre exchanging steel you 
have it sold by Oakman. When you’re selling it into the market, you 
have it go through the two dummy companies ? 

Mr. NatHAN FrEEDLAND. That is correct. 

Senator Moopy. Does that mean when you made a sale to General 
Motors Corp. at a high price that was an exchange proposition ¢ 

Mr. Derin. Not necessarily, Senator. It might have been a direct 
sale; Clements might have made a direct sale on that. It’s not neces- 
sarily a trade. 

Mr. NarHan Freepianp. No. 

Senator Moopy. Well, was there a direct sale there ? 

Mr. Derin. Clements to General Motors / 

Senator Moopy. Yes. 

Mr. Dertn. I really don’t recall any such sales, Senator; but if the 
records indicate it, it must be so. 

Senator Moopy. Invoice No. 08660, March 16,1951. This steel was 
sold to Ternstedt Division of General Motors Corp. 

Mr. Dertx. To Ternstedt Division of General Motors C orp. ¢ 

Senator Moopy. Yes, sir; stainless steel. Did that go from Clements 
or did it. go from Oakman ? 

Mr. Dertn. Oh, now wait, Senator. Let me elucidate on that just 
aminute. We manufacture stampings for Ternstedt Division of Gen- 
eral Motors. They were stainless-steel parts, various parts, such as 
moldings and what not. They furnished the stainless steel, they fur- 

ished the material. We had absolutely no way of buying stainless 
steel such as was required. 

Senator Moopy. They merely furnished you steel as a supplier 
of their 

Mr. Derin. No, they furnished steel to make these particular parts. 

Senator Moopy. That’s what I say: you're a supplier of General 
Motors ¢ 

Mr. Derin. Yes, I misunderstood you. 

Senator Moopy. They gave you the steel to make the parts for 
them ¢ 

Mr. Derin. That is correct. 





220) STEEL GRAY MARKET 

Senator Moopy. This was a very high grade of steel you couldn’ 
get otherwise. 

Mr. Narnan Freeptanp. Pardon me, I think on the market, not 
eray market, but on the market it’s probably 20 cents a pound. | 
have no idea—— 

Mr. Dertn. I have no idea of it. 

Mr. Naruan Freeptanp. The steel we sold to them is steel we 
resold at the price they charged us. Now, if I remember that deal 
correctly— , 

Mr. Dertx. Excuse me. I think I know what it is. That particular 
chart, if it shows a sale to Ternstedt—does it ¢ 

Senator Moony. Yes. 

Mr. Derrin. It was undoubtedly some steel. The business was taken 
this way, Senator, when they shipped the stainless steel to make the 
parts they charged us for the material. They sold us the material 
at. whatever price it was, 38 cents a pound, or whatever it happened to 
be, then we include, that includes the cost of the selling price of the 
parts. Now, this particular instance that you have there in front 
of you, I venture to guess that it might have been an overage of steel 
that was left in the company and they asked for the return of that 
stainless steel. 

Senator Moopy. Yes. 

Mr. Derin. And it was shipped back to them and charged back 
to them at the price they charged us. 

Senator Moopy. So that deal was merely an incident to the man- 
ufacture of parts? 

Mr. Derin. It had nothing to do with the selling. 

Senator Moopy. How about the selling with Herman Golanty ? 

Mr. Naru an Freepianp. He's a scrap broker. 

Senator Moopy. He’s a scrap broker? What dealings have vou had 
with him, Mr. Freedland ¢ 

Mr. Naruan Freepianp. Well, Herman Golanty, all the scrap that 
comes through our place or any other place must go by way of a 
broker who handles the papers and so on and so forth. I think they 
wet a very nominal charge for handling and he handles all of our scrap 

Senator Moony. I see. bhe records show that Mr. Golanty paid 
314 cents a pound. That would be a low grade, of course. 

Mr. Derin. If you'll elucidate, perhaps I can give you a better an 
swer, Senator. I don't seem to connect it that way. 

Senator Moopy. Is Harry Freedland here yet / 

Mr. Suerr. No. 

Senator Moopy. Mr. Freedland, have you prepared a base period 
price list that is required under the regulations of the Office of Pric: 
Administration ¢ 

Mr. Naruan Freevianp. Well, we're in the midst of preparing it 
and have been for a long time. We turned that over to somebody t 
have it arranged for us here recently. 

Senator Moopy. Who did you turn it over to? 

Mr. NaruHan Freepianp. Well, ourc. p. a. Asa matter of fact, the 
reason we didn't get it together, we're so far in our place on Wage and 
Hour the CPA and OPS and CMP’s, that we hired a controller 
c. p. a. here a few months ago to do all of that for us, and I believe 
he turned it over to an attorney to get that matter straightened out 
Whether it was or not I don’t know. 
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Senator Moopy. Are you behind on CMP, too? 

Mr. Dern. No. 

Senator Moopy. He just said—— 

Mr. Derin. No. 

Mr. NarHan Freeptanp. No, I said in reading these regulations and 
orders, that was primarily my job, and I couldn’t understand it. 

Senator Moovy. Well, Mr. Freedland, you have been aware of the 
fact you should have had a price list filed under OPS months ago if 
vou had been selling steel ? 
~ Mr. Narwan Freeptanp. Well, I wasn’t aware of it, but I know 
that we are within our ceilings. We know what the regulation calls 
for and we’re within ceilings, I’m sure of that. 

Senator Moopy. What are your ceilings / 

Mr. Natuan FRreepLAND. Well- 

Mr. DERIN. Well. the hig! Lest price we have always managed to sell 
under. I mean we have always made a point to sell under the highest 
charge between December to January 26—25th or 26th. 

Senator Moopy. What was the highest price / 

Mr. Dertn. Well, Clements Steel, if I’m not mistaken, the highest 
price during that period was 1814 cents. 

Senator Moopy. How about L. & M.? 

Mr. Derin. During that period, L. & M. might have been a little 
higher. 

Senator Moopy. What is the highest price which the manufacturing 
companies sold steel at during that period ¢ 

Mr. Dertn. I don’t believe they sold any steel, to my knowledge. 

Senator Moopy. They must have sold the steel, or the Clements 
Steel Co. couldn’t have gotten it. 

Mr. Derin. Oh, pardon me, I misunderstood. It was sold for a 
certain amount under the ceiling price. 

Senator Moopy. I know, but during the base period, what was the 
highest price that the Oakman Manufacturing Co. sold steel for dur- 
ing that period ¢ 

Mr. Dertn. You're talking about during the base period ? 

Senator Moopy. Yes. 

Mr. Dertn. Well, it was an amount under the price that either 
L. & M. or Clements sold; but when I say the amount it was the 
amount that was retained by Clements Steel or L. and M. Steel, that 
much. 

Senator Moopy. What I’m trying to get at is, what was the ceiling 
price of the Oakman Manufacturing Co, as distinguished from these 
other two dummy companies ¢ 

Mr. Naruan Freepianp. I think I can answer that. I would say 
the ceiling pr ice would be 1914 cents eg $200 a month—with a $200 
a month service charge for th: at service. 

Senator Moopy. I see. 

Mr. Naruan FreepLAND. So it would be the same with L. & M. and 
OQakman. 

Senator Moopy. You paid your $200 a month to Clements? 

Mr. Naruan Freepianp. Yes. 

Senator Moony. You paid the L. & M. gentleman 2 percent—5 per- 
cent— 

Mr. Narnman FrEEDLAND. No, we gave them $5 a ton and later we cut 
it to two. 


92785 oe 
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Senator Moopy. I see. How much did that cost you? 

Mr. Naruan Freepianp. Well, last year, I think that cost us about 
$35,000. 

Senator Moopy. And that gentleman made $35,000 merely for car- 
rying checks from his mail box over to the customer. 

Mr. Naruan Freepianp. That’s right, that’s why we eliminated it 
this year. That’s why we got a new set-up this year. You see, we 
got a good deal here, and when we gave him $5 a ton we thought he'd 
make himself i few dollars. After all, we don’t want to lend our 
names to it. Not because we don’t think morally or legally that we’re 
doing ‘wrong. 

Senator Moopy. Do you think it’s morally right taking this steel 
and putting it into the gray market? 

Mr. NaTHAN Freeptanp. We're doing it to save our lives. 

Senator Moony. To save your lives? 

Mr. NarHAN Freepianp. To save our business, yes, and that’s what 
we did, Senator. And if we hadn’t done what we did, I’d say we 
wouldn’t be in business today. 

Senator Moopy. You mean to say you started trading in this field a 
couple of months after you went into business in 1946 ¢ 

Mr. Naruan Freepianp. A year after. 

Se ware Moopy. A year after -: went in business ? 

Mr. Naruan Freeviann. Yes. 

Senator Moovy. Your first move was to get buyers for your stamp 
ing business, is that correct ? 

Mr. Naruan Freeptanp. That’s right. We bought a building and 
finally we found out that the steel we were getting wasn’t any good, 
and the prices were high. 

Senator Moopy. Did you have to trade your surplus material to some 
of those companies in order to have them give you stamping business; 
is that what you mean ? 

Mr. NAatuan FreeptAnp. No. We had to trade some steel at high 
prices in order to make our own products. Now, at that time we 
made our own product, when we sold to Firestone, and they canceled 
out when the steel came through which was very bad. They canceled 
a million and a half dollar order. 

Mr. Noonr. What is your NPA allotment on steel for the fourth 
quarter ¢ 

Mr. Derin. We're an A user, and our fourth quarter allotment, 
while I don’t know exactly, we asked for around 3,000 tons, but w 
haven't gotten anywhere near that. And of course the balance of 
valat we don’t use will be returned in the end of the fourth. 

Mr. Noone. You've not received anywhere near 3,000 tons? 

Mr. Narnan Freepiuanp. Not CMP. 

Senator Moopy. What kind of steel have you received ? 

Mr. Derin. Well, the secondary steel we’ve been able to get from 
Great Lakes Division and whatever we can buy, what is known 
free steel from the brokers 

Senator Moopy. How much steel would you have at your disposal 
during that fourth quarter of 1951? 

Mr. Derry. I really couldn’t answer that, Senator. 

Senator Moopy. You said 3,000? 

Mr. Derin. I say we had authorizations, authorizations for 3, 
approximately, say 3,000 tons. 
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Senator Moopy. That means you have CMP tickets for 3,000 tons? 
Mr. Dertn. That doesn’t mean I’m buying 3,000 tons a month. 
Senator Moony. It doesn’t ? 

Mr. Derin. No. 

Senator Moopy. It means you can buy if you want to, 8,000 tons 
on CMP tickets. 

Mr. Naruan Freepianp. If the mills will give it to us. 

_ Derwn. If I can place the orders at the mill, I’m authorized 
to buy that much. 

Senator Moopy. How much steel do you expect to have during this 
quarter ¢ 

Mr. Dertn. On CMP? 

Senator Moopy. Altogether, altogether. 

Mr. Dertn. I really don’t know. I couldn’t really answer that, 
senator, 

Senator Moopy. Yes. 

Mr. Noone. Could it be 3.000 tons ? 

Mr. Dertn. Oh, no—now, wait a minute. 

Mr. Narnan Freepianp. Well, secondary material. 

Mr. Dertxn. Now—in the fourth —, 

Mr. Narnan Freepianp. Asa matter of fact, let me say that, Sena- 
tor, secondary material right now we’re ee some of it down. 
We’re turning it down. 

Senator Moopy. You can’t sell it? 

Mr. NaAtHan FREEDLAND. We can’t use it or trade it to meet our own 
production. 

- Senator Moopy. Yet you’re exchanging it. 
Ra NATHAN FREEDLAND. Senator, you can se Il it, and let me say 
s, the tteel that we do sell is steel that we can’t use in our own pro- 
due aan It’s different gages and sizes and so forth. 

Senator Moopy. Is that the only steel you sell, Mr. Freedland ? 

Mr. Narnan FRreep.anp. It’s the only steel, and well, we might 
have an item we stockpiled too high and we might have a little excess 
that we sell of that. That doesn’t happen too often, but the steel we 
sell is the steel we keep multiplying and we can’t use. 

Senator Moopy. Altogether how many tons of steel will you have 
sold in 1951 ¢ 

Mr. Narnan Freepianp. Whatever you pick up—whatever you 

ck up on Clements and L. & M. 

Mr. Derry. Recently there hasn’t been any activity. There hasn’t 
been any sales at all. 

Senator Moopy. As a matter of fact, in the Detroit area, hasn’t 
there been a situation very recently where a great deal of steel has 
been offered on the market? Aren’t brokers offering more steel right 

than they’re buying? 
Mr. Natuan FRreeptanp. Oh, definitely, definitely. 
Mr. Derry. Yes. 
Senator Moopy. Do you feel that maybe because of the fact that 
seems to be quite cle arly a good guess that dollar and cent steel 
t be coming out that some of the. steel that’s been lying in hiding 
ha + n flushed out ? 
Mr. NatnHan Freeptanp. I wouldn’t say that. My humble opinion 


at production has been curtailed so much where the steel isn’t 
led. That’s my guess. 


+ 
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Mr. Noone. You are manufacturing bumper guards for the Chrysler 
Motor Car Co. ? 

Mr. Narnan Freepianp. That’s right. 

Mr. Noone. What is the size of the contract you have with Chry: 
ler? How much dollarwise is that worth on an annual basis? 

Mr. NarHan Freepianp. About $3 or $4 mitlion. 

Mr. Noone. $3 or $4 million. Has the Chrysler Co. ever helped you 
obtain steel? Have you ever needed steel and gone to them for assist- 
ance ¢ 

Mr. Natuan Freevianp. Yes, they'll help us. 

Mr. Derty. We furnish so-called bumper guards, we make all types 
of stampings. They may be concealed underneath a car, under the 
hood, under the chassis, in the body, or out where they can be see: 
We make all types of stampings, all types. 

Mr. Noonr. How many people do you employ in your plant? 

Mr. Naruan Freeptann. Well, right now we employ about 125 
We have capacity for 500, though. 

Mr. Derin. Before production was curtailed we had approximately 
250 people. 

Mr. Noonr. Do you carry on your own plating operations? 

Mr. Narnan Freeptanp. No: we don't. 

Mr. Noone. How do you handle that ? 

Mr. Naruan Freeptanp. We buy that on the outside. 

Mr. Noone. You don’t plate ? 

Mr. Naruan Freeptanp. Well, our product is plated but somebody 
else does it for us. 

Mr. Noone. Have you ever resold or traded any CMP steel ? 

Mr. Narnan FreeplLanp. No; we haven't. 

Mr. Noone. Which is your largest source on CMP steel ¥ 

Mr. Dertn. Well, CMP steel, we've been only able to obtain from 
the mill. We have obtained CMP steel from Detroit Steel, also 
obtained some from Sharon Steel, and we have placed orders wit! 
Weirton Steel, and I believe we have also placed an order and received 
some steel from Inland. 

Mr. Noone. Have you received steel from Great Lakes ? 

Mr. Derty. And also Great Lakes Steel Corp. 

Mr. Noone. How much steel do you obtain from Production Stee! 
Coil? 

Mr. Dertn. Excuse me. Production Steel Co., I believe, and ther 
is also a Production Steel Coil. That makes a difference mayb 

Mr. Noonr. They are affiliated companies. Let’s lump them for 
our purposes. How much do you receive from them? 

Mr. Dertn. Not very much, we have made several trades. 

Senator Moony. Let me ask you this, Mr. Freedland, you wer 

called as a witness before the Ferguson grand jury, were you not? 

Mr. Naruan Freepianp. Well, do I have to answer that, Senator! 
I would rather not go into it. 

Senator Moony. Let me ask you this question, there isn’t any use of 
digging up the past, but I just want to know whether it had any rela- 
tionship whatever to your steel business. 

Mr. Naruan Freepianp. I don’t know whether it would have an) 
relationship. Definitely not, I would say. I'll say definitely not. 

Senator Moopy. Mr. Harry Freedland isn’t here yet ? 

Mr. Suere. Not yet, sir; I don’t see him in the courtroom. 
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Senator Moopy. We'll take a recess for 15 minutes. 

(Recess taken.) 

Senator Moony. Harry Freedland. 

Mr. Harry Freepianp. Yes. 

Senator Moony. Do you solemnly swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so he ‘Ip you God ¢ 

Mr. Harry Freepianp. Yes. 


TESTIMONY OF HARRY FREEDLAND, PRESIDENT OF OAKMAN 
MANUFACTURING CO., DETROIT, MICH. 


Senator Moopy. Mr. Harry Freedland, would you state your name 
and address, please ? 

Mr. Harry Freeptanp. Harry Freedland, 18103 Santa Barbara. 
I’m president of Oakman Manufacturing Co. 

Senator Moopy. We have been having some testimony this after- 
noon from two officers of your company regarding the operation of the 
company. They have covered considerable of the territory that we'd 
have asked you, but, however, I do have some questions I would like 
to put to you, also, 

Mr. Harry Freepianp. Yes. 

Senator Moopy. We haven’t gotten thoroughly into the sources of 
your steel yet. I notice here on the chart—have you a copy of this 
chi art ¢ 

Mr. Harry Freeptanp. No; I do not. 

Senator Moopy. At the top there, it is indicated that since March 1, 
1951, you have obtained more than 2,000,000 pounds of steel from the 
Great Lakes Corp., over 800,000 pounds from Sharron Steel Co., from 
the Detroit Steel Corp. over 3,900,000 pounds, 305,000 pounds from 
Production Steel Coil, Inc., and 3,479,000 pounds from the Kaiser- 
Frazer Corp. ¢ 

Mr. Harry Freepianp. Yes. 

Senator Moopy. Now, can you tell us, Mr. Freedland, how much 
of that steel was used in your sti amping ‘business and how much you 
sold and whether this is a fair approximation of your total intake of 
steel during 1951 ? 

Mr. Harry Freepianp. Of those figures, I would say “Yes.” 

Senator Moopy. Do you have any other major sources? 

Mr. Harry Freepianp. Yes, we do; bought from our brokers, im- 
port steel. Our records would show that. We bought much in excess 
of the amount you got there. 

Senator Moopy. How much steel have you bought in 1951? 

Mr. Harry Freeptanp. Well, the amount I couldn't tell you, but 
we use about—approximately 1,200 tons a month for our own pro- 
duction, as of which we are getting approximately, the figures will 
indicate about 300 tons of prime steel, rolling, the balance of it is 
secondary material, some of it, secondary, we do use for our own 
production. 

Senator Moopy. I see, but you get 1,200 tons a month for your own 
production ¢ 

Mr. Harry Freepianp. We need that, we got only 300 tons against 
a1200-ton usage. 

Senator Moony. Do you get only 300 tons from your mills? 
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Mr. Harry Freepianp. Prime steel, yes, sir. You just mentioned 
2,000,000 pounds from Great Lakes? 

Senator Moopy. Yes. 

Mr. Harry Freepianp. That is one, secondary material not rolle« 
to our size, just sold to us and used for some of our production, and 
whatever surplus we have, we go on the market and trade for some 
better steel or some steel we can use. 

Senator Moopy. In other words, most of this 2,000,000 pounds of 
steel you receive from Great Lakes Corp. you couldn’t use; is that 
right ? 

Mr. Harry Freepianpn. No; I wouldn’t say that. It wasn’t ordered 
for our production. 

Senator Moopy. So that steel moved into the market beyond you, 
went into the L. & M. and Clements Steel, is that right ? 

Mr. Harry Freepianpd. Yes, sir, although we might have traded 
for better steel and ultimately went to that company. 

Senator Moopy. Yes. What about the steel you got from Sharron, 
800,000 pounds ? 

Mr. cae Freepitanp. That was used for our production, or | 
would say, make an exception, might be a little we traded for some 
to get steel for another production or some other use we had for it, 
or might have traded it for some, obtained for ourselves, for our 
company. 

Senator Moopy. Mr. Freedland, are you implying that you only 
trade steel, don’t you sell steel without trading it ? 

Mr. Harry Freepianp . Oh, yes, definitely. 

Senator Moopy. You do sell steel through the L. & M. Steel Co. and 
Clements Steel Co. without any trading involved ; don’t you ? 

Mr. Harry Freeptanp. Yes; low-priced steel, but the better 
steel 

Senator Moopy. You sell at a low price. Doesn’t it sometimes 
become higher priced steel as it moves through the market? 

Mr. Harry Freepianp. After it gets away from us; yes. 

Senator Moopy. Well, doesn’t it become a higher priced steel when 
it is in the hands of Clements and L. & M. Steel Co. ? 

Mr. Harry Freepianp. Yes; definitely. 

Senator Moopy. How much is usually the mark-up between what 
Oakman charges those two companies and the price at which they 
will sell it? 

Mr. Harry Freepianp. Well, one deal, now, we traded with Kaiser- 
Frazer, we gave them 100 tons, they gave us 300 tons back, we paid 
$9.75, I might have sold—at this time I might have paid 13 or 14 
cents, that steel would go to Clements at the price which we could 
obtain on the market, whether 18 or 1814 cents, was in that neigh- 
borhood. 

Senator Moopy. I am speaking of not the specific trade, I am speak- 
ing of the general practice when Oakman turned over steel that it was 
selling? 

Mr. Harry Freepianp. That was not my steel. 

Senator Moopy. That was not your steel ? 

Mr. Harry Freeptanp. No. If it was it was very, very small, very 
little. 

Senator Moopy. What kind of steel was it, secondary steel ? 
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Mr. Harry Freepianp. That is exactly right. We used—I might 
go further than that, we used that to operate our plant without the 
knowledge of any mill or our customers. 

Senator Moopy. Well, now, would you say secondary steel and not 
mill steel? Wouldn’t you include the 2,000,000 pounds you got from 
Great Lakes Steel Corp. secondary steel ? 

Mr. Harry Freepianp. Definitely; that was warehouse steel. 

Senator Moopy. That comes from a mill but it is not of grade you 
needed for your own production; is that correct ¢ 

Mr. Harry Freepianp. Part of it was and part of it wasn’t. Some 
of it was used for certain production; yes. 

Senator Moopy. Your brother, Mr. Freedland, testified to the gen- 
eral effect that prices were marked up to such an extent that if you 
had to pay those prices you could not have competitively produced 
your products yourself. In other words, while you were selling the 
steel on the market, you couldn’t use that steel and work it into your 
cost charts at that rate; is that correct ? 

Mr. Harry Freeptanp. Well, yes. Going beyond that, when we 
say that secondary material, our plan might be to have—our blank 
might be 7 inches, we might get 12 inches and we are losing 5 inches. 
When we pay 514 cents for it, it ultimately will cost us 9 cents because 
this material was rolled to our size, so actually that cost was prohibi- 
tive in our production and the selling price of our stampings. 

Senator Moony. I see. You say Great Lakes Steel moved, the Shar- 
on Steel stayed in your production. What about the Detroit Steel 
Corp. ? 

Mr. Harry Freeptanp. That was used for production. 

Senator Moopy. Two million nine hundred thousand pounds all used 
for production ¢ 

Mr. Harry Freeptanp. Well, I say we might have traded for other 
steel for that, other steel for our production, but I would say 90 per- 
cent of it, most of it was used for our production. In fact, we weren’t 
getting enough of that steel to maintain our production. 

Senator Moopy. I see. Now, the Production Steel & Coil, Inc., 
305,000 pounds; what did that steel go for ¢ 

Mr. Harry Freeptanp. I traded them steel, they gave me steel in 
return, and if I recall that particular deal what we did, we moved 
that steel; yes. 

Senator Moopy. You moved that steel ? 

Mr. Harry Freepianp. That's right. 

Senator Moopy. You sold that steel? 

Mr. Harry Freepianp. That’s right. Now, can you tell me what 
we gave them on the steel that partic cular time ? 

Senator Moopy. $6.45 to $8.76. 

Mr. Harry Freepianp. Can you tell me what the material is? 

Senator Moopy. Do you have your invoice ¢ 

Mr. Harry Freepianp. | say now that steel might have been a 

Senator Moopy. That is the Production Steel Coil ? 

Mr. Dertn. Senator, I believe you asked me on that before. I think 
| told you we traded some several trades with them, perhaps two or 
three deals with them where we traded these certain items, and they 
told us it was at the warehouse and we sold them at mill. Do you 
recall that, Senator? 
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Senator Moony. Yes; I do. Now, you got 3,478,000 pounds from 
Kaiser-Frazer. That was at $5.40 up to $9.75. What did you do 
with that? 

Mr. Harry Freepianp. We paid $5.40; we paid $9.75; is that 
correct ¢ 

Senator Moony. Yes. 

Mr. Harry Freeptanp. On the 3,400,000 pounds we might have had 
to go out in the open market to buy steel to trade for that steel. 

Senator Moopy. Pardon me, would you mind repeating that ? 

Mr. Harry Freepianp. That steel, we are referring to that 3,400, 
000 I believe we received from them, there was a certain item they 
might require for their production and immediately make the trade 
with us. For me to be in the steel, I would have to go out and buy 
it at a high price to make certain trades of my own steel to obtain 
the material they wanted. It wasn’t something that I had. It was 
something I had to get for them. 

Senator Moopy. What did you trade with them, steel against steel, 
some that they needed against the kind you had ? 

Mr. Harry Freepianp. 'That’s right; some they needed and they 
give me some that I could sell on the market for a high price or trade; 
either one. 

Senator Moony. I see. In other words, they gave you steel you 
could sell on the market which you did sell, and in turn you gave them 
steel ? 

Mr. Harry Freeptanp. That’s right. 

Senator Moopy. That they could use in their production ? 

Mr. Harry Frerpianp. That's right. 

Senator Moopy. I see; at their request ? 

Mr. Harry Freeptanp. Well, I'd say it is something they needed; 
yes. 

Senator Moony. Did they ask for it? 

Mr. Harry Freepianp. Yes; definitely. 

Senator Moopy. Did you deal in any copper with them? 

Mr. Harry Freeptanp. No; none at all. 

Senator Moony. You did not ? 

Mr. Harry Freepitanp. We never handled anything but our own 
steel; our own steel for stampings. 

Senator Moony. Now, Mr. Freedland, you present CMP orders 
when you get steel from these plants? 

Mr. Harry Freeptanp. Do we? Well, in the third quarter we were 
given a CMP for 2,700 tons which the mills have accepted. 

Mr. Dern. I don’t think it was about that much. 

Mr. Harry Freepianp. In the fourth quarter we have a CMP for 
about the same amount. 

Mr. Derry. About the same amount. I explained that. 

Mr. Harry Freepianp. I don’t think they got 1,000 tons. Actually 
we are talking about today when it is a buyer’s market, but we have 
not obtained 20 percent of our CMP allocation up to date. 

Senator Moopy. You have not? 

Mr. Derry. Excuse me, let me elucidate. We were talking about 
that. We managed to place tonnage orders at the mills for perhaps 
say 1,000 tons, but that is not saying that we have already received 
it. If we are talking in terms of the fourth quarter 
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Senator Moopy. What I want to know, when you went to the Great 
Lakes Steel Corp. and got this 2 million pounds of steel there, for 
example—— 

Mr. Harry Frerpianp. It wasn’t required. There is no CMP on 
that secondary material. 

Senator Moopy. What was the date of that? 

Mr. Harry Freepitanp. The purchase on that steel ? 

Senator Moopy. Yes. 

Mr. Harry Freepianp. I think the last buy we had was 6 weeks 
ago. , 

Senator Moopy. Six weeks ago? 

Mr. Harry IF’reeptanp. Yes. 

Senator Moopy. That would be in October? 

Mr. Harry Freeptanp. Yes: but the mill wasn’t covered on sec- 
ondary material. We did not have it covered on the secondary. 

Mr. Derin. It wasn’t required. 

Senator Moopy. I see. How about Sharon Steel; did you have it 
on that / 

Mr. Harry Freeptanp. Yes; that is CMP. Any prime steel is cov- 
ered on CMP. 

Senator Moopy. I see. It is your position, as I understand it, that 
you do not have to prese nt CMP orders for secondar y steel / 

Mr. Harry Freeptanp. That is right. 

Mr. Derin. We weren't requested and 1 presume you don’t have to. 

Senator Moopy. You presume you don’t have to? 

Mr. Derin. They didn’t ask for it. 

Senator Moopy. They didn’t ask for it. I think you will find the 
requirements are, you present a CMP order. 

Mr. Dertx. On secondary material. 

Senator Moopy. Yes: since October 1 

Mr. Harry Freep.anp. Since October 1. 

Mr. Derin. I doubt it; I don’t think so. 

Mr. Harry Freepianp. I don’t think we will. 

Mr. Dertx. Can you be more specific / 

Senator Moopy. I am informed by my counsel that the regulation 
concerning CPM’s has been in effect since July 1951. 

Mr. Harry Freepianp. But no, it has not been in effect since then. 

Senator Moopy. That is a question of fact. 

Mr. Harry Freepianp. Yes; that is correct. 

Mr. Dern. Senator, I might also add that any steel we managed 
to buy on the outside of the city from brokers, of course, that was 
not CMP. The most of it was obtained prior to the CMP set- up. 
I mean we bought comparatively little steel since the CMP went in 
effect ‘because business drop ped off. There was less activity in steel. 

Senator Moopy. Has the CMP been effective in cutting ‘down the 
gray market in steel / 

Mr. Freeptanp. I would say the buyer’s market. 

Mr. Derin. I would think so. 

Mr. Harry Freepuanp. It has, yes. 

Mr. Dern. I think it has some effect. 

Senator Moopy. The CMP is having an effect on the general tr: ading 
in steel at high priority ? 

Mr. Derty. I would think so. 
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Mr. Harry Freepianp. Or maybe it is just conditions. I still sa) 
there is a buyer’s market in steel daily available. 

Senator Moopy. A great deal of steel is being offered to the market / 

Mr. Harry Freepianp. For mill price, yes. I think we are CMP 
covered 100 percent. 

Senator Moopy. Let me ask you this, Mr. Freedland. Do you fee! 
that the impending news of dollars-and-cents ceilings on steel which 
would make it a violation to sell steel, and that many people appear 
to have purchased it in recent months, that this steel has been flushed 
out, and has brought it into the market to meet the dollars-and-cents 
deadline? 

Mr. Harry Freepianp. I wish it would have happened 4 years ago. 
We would be in a better position. We are interested in the stamping 
business. In our position we can obtain steel at this price. It isn't 
that our production isn’t going up; we have got higher production 
next year. We would be happy and we could do a nice business. 

Senator Moopy. What percentage of your business has been in 
stampings ? 

Mr. Harry Freeptanp. That I couldn’t tell you. It was all, we 
lumped everything that came in, sales, through the company. 

Senator Moopy. You must make out income returns, you know, in 

general way? : 

Mr. Harry Freeptanp. Well, yes. 

Senator Moopy. What percentage of your income comes from the 
sale of steel; what percent ? 

Mr. Harry Freepitanp. No, Senator, no. Our sales, it is all one 
company. All sales are lumped together as of 11 months when | 
think our sales were about 8,340,000. We show a net of about three 
and two when we had 1 month to go because it would cut it down 
because we haven’t had bonuses or nothing on that. About 269,000. 
That will be cut down to two and a half by union bonuses, shop 
bonuses, which we haven’t entered. ‘This is our fiscal year, the end 
of this month. 

Senator Moopy. How did your brother obtain his business? 

Mr. Harry Frrepianp. He is in the steel business. That is his own 
business. We have nothing to do with it. 

Senator Moopy. You set him up in business? 

Mr. Harry FRreepianp. No; we had nothing—we didn’t loan him 
anything. He has been in the manufacturing for the last 10 years. 
He started with us in 1941. Then he started his own manufacturing 
and got in the steel business. 

Senator Moopy. I see. How long have you been in the manufactur- 
ing business ? 

Mr. Harry Freepianp. In the manufacturing business? 

Senator Moopy. Yes. 

Mr. Harry FreepitAnp. Well, I have been in the manufacturing; we 
started our first shop in 1941. 

Senator Moopy. How long have you been brokering in steel? You 
don’t broker. How long have you been selling it? 

Mr. Harry FReepianp. Just about the time we got into this stamp- 
ing business. On account of the shortages, I will say maybe 6 montlis 
or a year. 

Senator Moopy. What did you do before that? 
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Mr. Harry Freepianp. Before that ? 

Senator Moopy. What was your business before that? 

Mr. Harry FReeptanp. I mean, do you have to bring up the things ? 
Do you have to answer that question in this committee ! Is it nec- 
essary for me to answer? Yes, I understand it is necessary for the 
hearing. Iam just asking, can’t we hold it to the small business ¢ 

Senator Moovy. Would you prefer not to say what the business was? 

Mr. Harry Freepianp. Yes. 

Senator Moopy. Why? 

Mr. Harry FRreepianp. Well, you just asked me and I gave you 
the answer. 

Mr. Noone. Why don’t you want to answer it? 

Mr. Harry Friepianp. W ell, the thing is that I have been a tool 
maker by trade. I served my time in Ford’s. You try to do a job. 
I have done a good job since 1941 in the tool business and I am trying 
to stay, I am trying to do a job and be a good citizen in the community, 
and I'think that—I don’t think I have done half bad. 

Senator Moony. All right. 

Mr. Noone. I would like to ask you a little more, Mr. Freedland, 
about your plating operations. Did you state that your plating is all 
done on the outside ? 

Mr. Derin. That’s right. 

Mr. Noone. Are you making any efforts to establish a plating de- 
partment at Oakman? 

Mr. NATHAN FrReEeDLAND. Yes. As a matter of fact we were about 
to go into the plating business until the Korean situation came up, 
and we canceled out the plating set-up, and now we are in the midst 
of buying a small plating plant right now. 

Mr. Noone. Yes. 

Mr. NaTHAN FReEpLAND. But we haven't quite got it. 

Mr. Noone. Buying your own plant? 

Mr. NaTHAN FReepianp. Yes; it is a plant that is now in pro- 
duction. 

Mr. Harry Freep.anp. Beyond that now, building 40,000 feet to 
go in the plating business. Of course on account of the Korean war 
and the shortages we had to cancel out. Now, we are negotiating for 
a plating business on the Nine Mile Road near our new plant. We 
have had an allocation for nickel now and we will turn out 100 
percent, and our requirements are about 16,000 pounds to start with 
and maybe 4,000 pounds a month. 

Mr. Noone. Do you have an allocation for nickel now ? 

Mr. Harry Freepianp. Yes; it is directed to our subcontractors 
who are doing our plating. We are trying to go into it by being our 
own users, ourselves. 

Mr. Noone. You are proposing to have your subcontractors transfer 
their business to you ¢ 

Mr. Harry Freepianp. That is correct. We are negotiating right 
now. We are going into the business to do our own pli ating which is 
over a million dollars a year. 

Senator Moopy. Are you aware of the fact, Mr. Freedland, that 
a good many established platers have been unable to get nickel because 
a great deal of it is going into the gray market in nickel? 

Mr. Harry Freepianp. We might have to go there to get it. 
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Senator Moopy. You might have to go there to get it ? 

Mr. Harry Freeptanp. That is it exactly. 

Senator Moopy. Do you know that platers are being put out of 
business because they could not sell in competition at the prices they 
bad to pay for the nickel in order to plate properly and nickel anodes 
being a burden, are being sold for $4.50 a pound ? 

Mr. Harry Freepianp. That price has gone down to $2. 

Senator Moony. You apparently keep up with the market? 

Mr. Harry Freepianp. The market is coming down, but we, like 
I said; it has been a fighting battle and we have done everything pos- 
sible to keep on. 

Senator Moopy. One thing h: as excited my curiosity : why you call 
yourselves the Oakman Manufacturing Co. That is a well-known 
name intown. There is a member of the council an Oakman, Robert 
Oakman. Robert Oakman is a widely known real-estate man here for 
many years. Why did you pick that name? 

Mr. Harry Freepianp. We built two plants on Oakman Boulevard 
in Dearborn originally. We have two plants there. We outgrew it. 
We started on Oakman Boulevard. We named it the Oakman Manu- 
facturing. When we moved our headquarters, we took the name with 
us. 

Senator Moopy. Just after the name of the street? 

Mr. Harry Freepianp. That’s right. It was on that street where 
we got that name. 

Senator Moopy. You named the Clements Steel Co. after the street 
that the Clements Corp. happened to be located on in a housewife’s 
living room; is that right? 

Mr. Harry Freeptanp. Yes; Louis and Mary is where we got the 
name L & M Steel Co. 

Senator Moopy. Would you tell me one more thing. The Internal 
Revenue Bureau is checking, according to the testimony this after- 
noon, one of these companies. Have you been checked at all by the 
Internal Revenue Bureau ? 

Mr. Harry Freepianp. You are talking about our corporation ? 

Senator Moony. Yes. 

Mr. Harry Freepianp. Our corporation has been checked up to and 
including 1949. 

Senator Moony. It has been checked ¢ 

Mr. Hurry Freepianp. Yes. 

Senator Moopy. Is it under investigation now / 

Mr. Harry Freepianp. No; not to my knowledge. 

Senator Moopy. It isnot? You are speaking of the Oakman Manu- 
facturing Co. ? 

Mr. Harry Freepianp. Yes. 

Senator Moopy. How about the L & M and Clements? 

Mr. Harry Freeptanp. I would not know. 

Senator Moopy. You would not know ? 

Mr. Harry Freepianp. No. ° 

Senator Moopy. Well, who would know? 

Mr. Naruan Freepianp. Senator, 1 don’t think so. There is one of 
the parties in there that I think is being investigated, but not the 
company itself. 

Senator Moopy. One of the parties in the company ¢ 

Mr. Naruan Freepianp. Yes. 
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Senator Moopy. That was your agent ? 

Mr. NaTHan Freepianp. Yes; not the company itself. I think that 
is what it is. 

Mr. Noone. How did you first acquire an interest in the Oakman 
Manufacturing Co. ¢ 

Mr. Harry FREEDLAND. We used to have it, sir, ourselves. 

Mr. Noone. In 19514 

Mr. Harry Freeptanp. No, no: in 1949 we had the tool business. 
Then we went into the tool and die. No; this is just a continuation of 
our production, and Oakman Manufacturing is an offspring of it. 

Mr. Noone. And it is a corporation ‘ 

Mr. Harry Freepianp. Yes. 

Mr. Noone. Do you know what the charter provides as to your 
operations? Does it include the authoriz: ition to engage in the busi- 
ness of buying and selling steel ? 

Mr. Harry Freeptanp. Would you let our attorney answer that 
question ¢ 

Mr. Suere. Well, offhand, I don’t remember. I think we just pro- 
ceeded originally as a general ae business. Of course, 
that is all the ‘vy were exc lusively i n. I doubt if we ever filed an amend- 
ment for that particular purpose. They always tried to maintain 
this manufacturing business It was ine idental they got mixed up in 
the steel business. 

Mr. Noone. To summarize, one of the purposes of setting up these 
dummy companies was to enable you to engage in the business of 
buying and selling steel ; is that correct ? 

Mr. Naruan Freepianp. No; to keep our name. 

Mr. Noone. To buy and se 1 steel without it becoming known in 
your industry that you were doing this; is that right ? 

Mr. Harry Freepianp. Yes; that is right. 

Mr. Noone. Also the steel you purchi ised from these mills, has any 
portion of that been resold or traded / 

Mr. Harry Freepianp. I'd say a small portion of it, getting away 
from the secondary material. 

Mr. Noone. No; including the secondary material. 

Mr. Harry Freepianp. Some of it, yes; but most of it we pyramid 
where we get enough steel. In other words, we are oftse ‘tting our cost 
by paying 13, 14, 15, 17 cents for our own steel in our own production 
to offset those costs. I know we had 200 tons—no, 1.000 tons, unless 
we had a surplus of steel which would offset our cost and allow us to 
make a profit on the over-all dealers—— 

Senator Moopy. You are paying 17 cents a pound? 

Mr. Harry Freepianp. Yes: we have. 

Senator Moopy. For the steel you use? 

Mr. Harry FreeptAND. Yes. Some of it used and some we use 
for trading, both. 

Senator Moopy. Where do you get it? 

Mr. Harry Freepitanp. From brokers. 

Senator Moony. What brokers do you deal with ? 

Mr. Harry Freeptanp. We bought from some « ‘company in the East. 

Mr. Dertn. I think I explained to the Senator when Mr. Freedland 
was here that I made a practice of buying steel wherever I could get it. 

Senator Moopy. You bought all the steel you could get your hands 
on if you thought it was a fair price ¢ 





234 STEEL GRAY MARKET 


Mr. Derry. If it was advantageous to us. 
Mr. Noonr. You spoke about ‘exchanging steel with Kaiser-Frazer 


Would you use or would you sometimes resell the steel that you get 
from them ? 


Mr. Harry Freepianp. Both. 

Mr. Noone. Both? 

Mr. Harry Freepianp. Yes. 

Mr. Noone. In other words, if the steel is not suitable for vour 
operation, then you put it through to Clements, and it goes from there 
to other hands? 

Mr. Harry Freeptanp. For example, we sell steel for 5.40, we pay 
them 9.75. We get 3 to 1. Naturally, I might go out on the open 
market, buy that ‘steel and pay 12 or 13 cents for it to make the nece: 

sary trade. 

Mr. Noone. Have you ever manufactured any parts for Kaisei 
Frazer ? 

Mr. Harry Freepianp. Yes; very little back in 1949. 

Mr. Noone. Not since that time ¢ 

Mr. Harry Freepianp. No. 

Mr. Noone. You do manufacture for Chrysler and do some work fo: 
General Motors? 

Mr. Harry Freepianp. General Motors, United States Rubber 

Mr. Derin. Hudson ? 

Mr. Harry Freeptanp. Hudson Motor—about a dozen. 

Mr. Noone. What gages of steel do you use in your own products! 

Mr. Harry FReepLAND. We use all gages. 

Mr. Noone. All gages ¢ 

Mr. Harry Freevanp. I say that; yes. We have various stampings 
that we use—quarter inch, five-sixteenths, seven-eighths, fourteen 
sixteenths. 

Senator Moopy. So much you can’t use? 

Mr. Harry Freepitanp. No; there are certain gages such as a 10- 
gage item which is not usable with us. We sold some of that steel fo: 
3 cents a pound within the last year 

Senator Moopy. To whom? 

Mr. Harry Freepianp. I wouldn’t say. We made a trade rather, 
I'd say. 

Senator Moopy. Who was that with? 

Mr. Harry Freeptanp. Who was it with? 

Mr. Dern. I don’t recall. It might be the 3.75. 

Senator Moopy. Golanty ? 

Mr. Derin. That might be. You asked that before, and I couldn't 
explain it. 

Senator Moony. It was indicated. I asked you. 

Mr. Harry Freeptanp. That could be it. When was the date of 
that sale; can you tell me? 

Mr. Noone. The date? 

Mr. Harry Freepianp. Of the Golanty sale on 3.75. 

Senator Moopy. Let me ask you while he is looking that up. Did 
you name this Oakman Manufacturing Co. right off the bat? 

Mr. Harry Freeptanp. No. Richard Frankenstein was with us 
originally. We named it Frankenstein for 4 or 5 months. Then we 
reorganized and continued and renamed it the Oakman Manufactur- 
ing Co. 
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Senator Moopy. He has nothing to do with the company now ? 

Mr. Harry Freepuanp. Not at all. He was a small stockholder to 
start with. 

Senator Moony. I see, and do you manufacture machine tools? 

Mr. Harry Freeptanp. In our plant today ¢ 

Senator Moopy. Yes. 

Mr. Harry Freeptanp. No; we do not. 

Senator Moopy. Do you have the ability to do it? 

Mr. Harry Freepianp. Yes. 

Senator Moopy. Has anyone called on you to do it? 

Mr. Harry Freepianp. They have. Right now we are experiment- 
ing on a big program for the jet-blade job. We invested about $40,000, 
We got orders from a subsidi: ary of Allison. We have been working 
very “close to the Armed Forces on that. We got samples approved, 
something new in the industry. 

Senator Moovy. Well, I was going to say we are very short of ma- 
chine tools right now. 

Mr. Derin. Very true. 

Senator Moopy. We have a certain kind, and this thing indicates 
you formed your corporation originally as a machine-tool corpora- 
tion. 

Mr. Harry Freepianp. Are you sure that isn’t 

Senator Moopy. General manufacturing business specializing in the 
manufacture of machine tools, also to own and operate and engage 
in general production, and buy and sell leased real estate. That is the 
Frankenstein set-up ? 

Mr. Harry Freepianp. Originally we might have. We have re- 
organized. 

Mr. Noone. On the Golanty transaction in March, 59,000 pounds 
of stainless-steel scrap ¢ 

Mr. Harry Freeptanp. That is the market price on scrap, about 
75 tons; that is correct. 

Mr. Noone. Have you carried on much business with Mr. Golanty ? 

Mr. Harry Freepianp. Just strictly scrap. We generate around 
300 tons of scrap a month. 

Mr. Noonr. You generate around 300 tons of scrap a month, and it 
all goes to him ? 

Mr. Harry Freepianp. Yes. He will send it out to the mill. 

Mr. Noone. Yes. 

Senator Moopy. All right, gentlemen. 

(Witnesses excused. ) 

Senator Moopy. W. M. Daley. Mr. Daley, do you solemnly swear 
that the testimony you give before this committee will be the truth, 


the whole truth, and nothing but the truth, so help you God? 
Mr. Dauey. Yes, sir. 





TESTIMONY OF W. M. DALEY, DIRECTOR OF PURCHASING, TERN- 


STEDT DIVISION OF THE GENERAL MOTORS CORP., DETROIT, 
MICH. 


Senator Moopy. Will you take a seat and give us your name and 
address and business ¢ 

Mr. Datey. My name is William M. Daley. You want my home 
address; did you say my home address # 
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Senator Moony. Yes; name and address and business. 

Mr. Datry. My business address is 6307 West Fort Street, director 
of purchasing for Ternstedt Division of General Motors Corp. 

Senator Moopy. Mr. Daley, in your responsibility for getting steel 
for Ternstedt, have you had any dealing with the Oakman Manufac- 
turing Co. ¢ 

Mr. Datry. Not in getting steel; no, sir. 

Senator Moopy. What dealings have you had with that company ’ 

Mr. Datrey. We have made stock purchases for parts. By that, we 
mean that, if we had a bottleneck in our production, they had facilities 
for making the parts, and we sent our dies and the material over to 
them, and they made the parts, returned the parts and the dies and 
what steel was left. 

Senator Moopy. Oh, I see. Now, did you ever sell them any steel ? 

Mr. Datey. We sold them steel to make our parts; yes, sir. 

Senator Moony. You didn’t sell them any steel that was not fabri- 
cated for you into parts; is that correct ? 

Mr. Datey. We sold them a particular amount of steel; parts were 
fabricated from that steel, and the remainder of that steel we pur- 
chased back at the same price we sold it to them. 

Senator Moopy. What was that price; do you happen to know? 

Mr. Datry. I think it is about 381% cents. 

Senator Moopy. 38.13 cents, I think? 

Mr. Datrry. Right. 

Senator Moony. That is the only dealing in steel, either buying and 
selling with or manufacturing; is that it? 

Mr. Datry. Yes, sir. 

Senator Moopy. Thank you. 

(Witness excused.) 

Senator Moopy. George Fink and Mr. E. W. Herbert. 

A Voice. Mr. Herbert is here; Mr. Fink is out of town. Mr. Gorey 
is here. 

Senator Moopy. Do you gentlemen solemnly swear that the testi- 
mony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Herserr. I do. 

Mr. Gorey. I do. 


TESTIMONY OF E. W. HERBERT AND CHARLES B. GOREY, GREAT 
LAKES STEEL CORP., RIVER ROUGE, MICH. 


Senator Moopy. Will you take seats, please ? 

Who will be the primary spokesman for your company ? 

Mr. Herrerr. Mr. Herbert. 

Senator Moopy. Will you state your name and occupation ? 

Mr. Hersert. My name is Edward W. Herbert, I am the con- 
troller of Great Lakes Steel Corp. 

Senator Moopy. Mr. Herbert, will you tell us something of the 
policy of your corporation in selling steel in what, until recently, has 
been a very scarce market ? : 

Mr. Hrreserr. With respect to primes, rolled steel, we have our 
customers, and they go through allocation, as you know. 

Senator Moopy. Speak just a little louder. — 
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Mr. Hereerr. It is under CMP allocation. The secondary mate- 
rial is handled through our warehouse division, which Mr. Gorey is 
the head of. 

Senator Moopy. I see. Do you require CMP orders for all prime 
steel # 

Mr. Herperr. Yes. 

Senator Moopy. Do you require any CMP orders for secondary 
steel ¢ 

Mr. Herserr. No, sir 

Senator Moopy. It isn’t required ¢ 

Mr. Herserr. As I understand it. 

Senator Moopy. To what extent have you dealt with the Oakman 
Manufacturing Co. of Detroit ? 

Mr. Herserr. Since January the 1st, up until November the 21st, 
we have sold them 7,082 tons of steel. 

Senator Moopy. Seven thousand and eighty-two tons? 

Mr. Herperr. Yes, sir. 

Senator Moopvy. What kind of steel has that been ? 

Mr. Herserr. Twelve hundred and fifteen tons of it has been primes; 
fifty-eight hundred and sixty-seven is seconds. 

Senator Moopy. Did they provide CMP orders for the primes? 

Mr. Herverr. Yes, sir. 

Senator Moopy. They did. They provided no CMP order for 
seconds. Did you have any knowledge that this steel was moving out 
from the Oakman Manufacturing Co. into the general market ? 

Mr. Herserr. We did not. 

Senator Moopvy. You did not. Do you have any system at all of 
checking the end use of your stee | when you sell it? 

Mr. Herrerr. With respect to primes, or do you mean seconds? 

Senator Moopy. Both, yes. 

Mr. Gorey. Perhaps I can answer that. 

Senator Moopy. Answer it, Mr. Gorey, please, 

Mr. Gorey. We have a policy for policing the sale of the material 
after it goes to a manufacturer. In our warehouse division we have, 
of course, a sales and service organization, who go to the plants after 
our material has been delivered to a plant and sees that the material is 
used in a function that is satisfactory. As a matter of fact, in the 
wknowledgement of all our orders to manufacturers, we state right on 
the face of our acknowledgement that the material is for their use 
and not for resale. If for any reason the material should not be sat 
sfactory, that they are to advise us and we will buy it back from them 
at the price we were paid for it. 

Senator Moopy. Could I see that / 

Mr. Gorey. It is rubber-stamped on the bottom. 

Senator Moony. How long have you been using this, Mr. Gorey / 

Mr. Gorry. We have been using it all of this past year. Asa matter 

fact, I believe we have been using it since the inception of this 
ware hous se, Which was in 1949. 

Senator Moopy. Does that also apply to steel that does not go 

rough your warehouse / 

Mr. Gorry. I believe that is used by Great Lakes in their acknowl- 
edgement also. 


T 


senator Mor DY. What is your policy on the secondary steel ? 
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Mr. Gorey. That is what I described before. The policy for { 
secondary is the same as the policy of Great Lakes steel. The mate 


rial once placed with the manufacturer, is put to his use. As a matter 


of fact, we follow pretty much the same policy at Great Lakes 

placing the steel. We can’t go along indiscriminately and give sive! 
-to a manufacturer and expect it will necessarily make his part jus 
because it is, say, of the right gage. We must know that you, as 


manufacturer, first of all, we must know your requirements as to size 


and gage. Then we must know what you want that steel to do, rela 
tive to draw and bends and so on. Then it is our job in the stee| 
warehouse, to place the material which will do and make your parts 

Senator Moopy. Do you follow that policy ? 

Mr. Gorey. Absolutely. 

Senator Moopy. Would you be surprised to know that Mr. Freed 
land of Oakman Manufacturing Co. has testified that he sold a con 


siderable amount of your steel through a couple of subsidiaries or 


dummy corporations, because he couldn't use it. 
Mr. Gorey. I'd be very much surprised to hear that. As seeat 
ago as—I would say 8 weeks, we haven’t sold them in approximate! 


6 weeks; but 8 weeks ago, a representative was at their plant afte or 


buying material from us and found that it was being processed ani 
parts of it were in process for large automotive firms here in i 
All of the people we sell, of the manufacturers, know that the materi: 

is for their use and not for resale. As a matter of fact, on occasion 


we have found people going ahead and reselling for a profit rather 


than using it for their own purpose of manufacturing, which they 
have bought it for them. In such cases, we have stopped shipping. 

Senator Moopy. You have? 

Mr. Gorey. Yes, sir. 

Senator Moopy. You would have cut off your buyer if you found 
that he was—— 

Mr. Gorey. Absolutely. 

Senator Moopy. Tell us some of the buyers you cut off? 

Mr. Gorey. Is it really necessary that I do? 

Senator Moopy. Well, how many of them were there ? 

Mr. Gorry. I would say at the most, three. 

Senator Moopy. Three ? 

Mr. Gorry. One as recent as 6 months ago. 

Senator Moopy. Are they a Detroit company ? 

Mr. Gorey. Yes. 

Senator Moopy. They are? 

Mr. Gorry. Now, the tonnage involved was relatively small. 
think in this last case, there was something like 10 or 15 tons of stee 
involved where we offered this steel to them for this particular part 
they were manufacturing; we understood and found out later to be 
true, they had not used ‘it for the part but had resold it. So when 
they came in for further orders, we told them no, and the reasons 
why. 

Senator Moopy. I would suggest to you that in view of the fact 
that as it has been testified here today, a considerable amount of your 
steel has moved into the gray market, I think it would be good 
you name the companies that you cut off. 

Mr. Gorey. I would have to check the records. 
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Senator Moopy. Will you let us have them for the record? 

Mr. Gorry. Surely. 

Senator Moopy. It isn’t necessary to publicize it, but I would like 
io know who they are. 

Mr. Gorey. Surely. 

Senator Moopy. I am glad to know that ‘you have that policy be- 
cause—from the testimony today, I was going to ask you why you 
don’t have precisely the policy that you testify that you do have. 

It was testified in the record that considerable of your steel moved 
through, out into the gray market. 

Mr. Gorey. Through others than this one firm you have just spoken 
of ¢ 

Senator Moopy. This is the only one we have had on the stand 
today. 

Mr. Noonr. As I understand it, ‘your policy would prohibit a cus- 
tomer from trading steel. 

Mr. Gorry. Absolutely. You can see by what is on the form. It 
s very specific that it is for his manufacture and nothing more. 

Senator Moopy. That is right. ‘Thank you very much. 

(Witnesses excused. ) 

Senator Moopy. Mr. Max Zivian, Mr. Clark, Mr. Brown. This is 

fr. Clark? 

Mr, Cuark. Yes. 

Senator Moopy. I think we had better go ahead. Do you solemnly 
swear that the testimony you are about to give will be the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Cuark. Yes, sir. 

Senator Moopy. Mr. Clark, will you first state your name and busi- 
ness, 

Mr. Crark. My name is Howard V. Clark, vice president in charge 
of sales of the Detroit Steel Corp. 

Senator Moopy. What is your policy with regard to the sale of 
steel? Do you endeavor to keep the sale in the regular channel or 
does it matter to you if it moves out into the gray market, Mr. Zivian ? 

Mr. Zrvian. Yes. 

Senator Moovy. Do you gentlemen solemnly swear that the testi- 
mony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so he Ip you God? 

Mr. Zrvtan. I do. 

Mr. Brown. I do. 


TESTIMONY OF HOWARD V. CLARK, MAX ZIVIAN, AND PHILIP 
BROWN, OF THE DETROIT STEEL CORP., DETROIT, MICH. 


Senator Moopy. Will you state your policy, Mr. Clark? 

Mr. Cuark. I would like to have Mr. Zivian and Mr. Brown hear 
the question. Does it make any difference to us whether or not our 

steel moves through regular channels, or whether it gets into other 
hands. We have a very rigid policy on our steel. If we can control it, 
we make every effort to do so, it must go through regular channels. 

Senator Moopy. Are you able to meet the requirement, that your 
regular buyers ask you to fill? 

Mr. Ciark. Not in all cases. We want—they want more than we 
are able to give them; conditions are perhaps abnormal from the 
viewpoint of volume they are doing. 
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Senator Moony. Are you requiring CMP orders ? 

Mr. Crark. Yes, sir. 

Senator Moopy. It has been testified today, that you sold steel to 
the Oakman Manufacturing Co. around 6.6 cents a pound. Is that 
correct / 

Mr. Ciark. That is correct. Our base price on cold rolled stripped, 
this is not sheets, cold rolled stripped is 5.60 per pound f. o. b. Detroit. 
The extra for that size is 1 cent per pound, or 6.6 for the total net price, 

Senator Moopy. I see. Now, do you make any effort to determin 
whether or not this steel is used for the purpose that it is represented 
to you? 

Mr. Ciark. We do so far as practical, Senator. It is not always 
possible to police every person you are dealing with when you hay 
thousands of accounts on the books. The sizes of this steel running 
between 13 and 14 inches, .09 gage is typical bumper stock stee| 
They are bumper stock manufacturers. We had no doubt in our mind 
that this steel was going into bumper guards. 

Senator Moony. How much steel have you sold them this year? 

Mr. Ciark. Approximately thirteen hundred tons, according to ou 
records. 

Senator Moopy. You believe this steel was used to make thei: 
bumpers 4 

Mr. Cuark. I believe that, yes, sir. 

Mr. Noone. I direct this question to Mr. Zivian. I believe you 
testified before the Kefauver committee last spring. 

Mr. Zivian. I did. 

Mr. Noone. Part of that testimony concerned the association of Mi 
Dalitz of Cleveland with your company. Is Mr. Dalitz still asso. 
ciated with your company / 

Mr. Zivian. Neverassociated. He wasa stockholder of the company 
at the time. 

Mr. Noone. Did he own a considerable block of stock in the company 
at the time ? 

Mr. Zrvian. Very small amount; I think 1 percent or half of 
percent. However, he doesn’t own any stock today, he sold it. 

Mr. Noone. He has sold it toa third party / 

Mr. Zivian. Sold it in the stock exchange, I don’t know who he sold 

to. 

Mr. Noone. Thank you. 

Senator Moopy. You have every reason to believe that the particul 
steel that you sold to the Oakman Manufacturing Co. was used for tly 
purpose for which you sold it? 

Mr. Crark. Yes, sir, if we had any other doubts about that, we neve! 
would have sold it. We believe that it went into bumpers. 

Senator Moopy. Do you have any agreement with the people | 
whom you sell, that they should use your steel in normal channels‘ 

Mr. Ciark. I think it was about early—latter 1945 or early 1946. 
we sent a letter to all the customers we had, telling them if 
found them reselling any steel without first giving us a chance to buy 
it back, we would cut them off and they’d get no more steel from us, 
regardless of who they were. 

Senator Moopy. Have you had to do that? 

Mr. Crark. No, sir. I think we had one case on nails, where 
found what we thought was evidence of a price, but we cut them of! 
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Then later under this M-1 order of NPA we had to restore them to 
their quota. 

Mr. Noone. To whom do you sell your scrap ? 

Mr. Zivian. We don’t sell our scrap today, we are a buyer of 
scrap. 

Mr. Noone. Is that so? 

Mr. Zivian. Yes, 

Mr. Noone. Do you use your own waste, rejects also? 

Mr. Ziv1an. Yes; we use that in our own warehouse. 

Senator Moopy. So you are selling tailored steel; is that correct ? 

Mr. CuarKk. That is right. 

Senator Moony. You don’t sell any secondary steel at all? 

Mr. Zivian. Not in Detroit. We sell some reject rods and bittles. 

Senator Moony. I see. 

Mr. Noonr. To your knowledge, then, none of the steel going out 
of your company is escaping from normal channels, but is going to 
end users? 

Mr. CuarK. That is correct. 

Mr. Noone. If you found one who was reselling you would cut him 
off ¢ 

Mr. CrarKk. That is right. 

Mr. Zivian. I think that should be qualified; you can’t cut them 
off if they come in with a CMP. If they come in with a CMP you 
have to fill the order. 

Mr. Noone. But the buyer is violating the CMP, if he resells. 

Mr. Zivran. I see. He doesn’t have to police it. If he comes in 
with a CMP order we have to fill it. 

Mr. Ciark. Unless we have a real doubt as to his integrity. 

Senator Moopy. Thank you very much, gentlemen, for coming 
down. 

(Witnesses excused.) 

Senator Moony. J.J. Kraus. 

Voice. He isn’t here. We have Mr. Goodwill and Mr. Taylor from 
the Detroit Steel & Tube. 

Senator Moopy. Do you gentlemen solemnly swear that the testi- 
mony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Goopwitz. Yes. 

Mr. Taytor. Yes. 


TESTIMONY OF CECIL T. GOODWILL AND FRED R. TAYLOR, 
DETROIT STEEL & TUBE CO., DETROIT, MICH. 


Senator Moopy. May we have your names and business? 

Mr. Goopwitu. Cecil T. Goodwill. 

Mr. Tayror. Fred R. Taylor. 

Senator Moopy. What is your position with the steel company ? 

Mr. Taytor. Assistant secretary and treasurer. 

Mr. Goopwi.. Manager of sales. 

Senator Moopy. Manager of sales? 

Mr. Goopwitn. That is right. 

Senator Moopy. You have a Detroit plant and also have plants in 
other parts of the country, do you not? 

Mr. Goopwitx. Yes, sir. 
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Senator Moopy. Are you people connected with the Detroit plan 
only ¢ 

Mr. Goopwux. I am. Mr. Taylor is connected with the parent 
corporation. 

Senator Moopy. Have you sold any steel this year to the Oakman 
Manufacturing Co. ? 

Mr. GoopwiLu. Yes, sir. 

Senator Moopy. You have? 

Mr. Goopwiiu. Yes, sir. 

Senator Moopy. How much steel did you sell them? 

Mr. Goopwix.. I think exactly 443 tons. 

Senator Moopy. Four hundred and forty-threetons. At what price’ 

Mr. Goopwitu. Our base price is $5.60, plus extras brings it up a 
little short of 7 cents per pound. 

Senator Moopy. 6.9! 

Mr. Goopwitz. Yes, sir. 

Senator Moopy. What would the extras represent? 


Mr. GoopwiLt. Well, the size extra, which is a normal price, pack- 


aging and quality. Deep-drawing steel, required on bumper guards. 

Senator Moopy. Will you describe what kind of steel you sold to 
them ? 

Mr. Goopwiti. Cold-rolled stripped steel, quality grade, deep 
drawing. 

Senator Moopy. That is specifically for the purpose of bumper 
guards, is it? 

Mr. Goopwiti. That particular steel was; yes, sir. It is all one 
size and all one part. All 4438 tons;-yes, sir. 

Senator Moopy. Did you sell them any other steel 

Mr. Goopwiit. No, sir. 

Senator Moony. You didn’t? 

Mr. Goopwi.u. No, sir. 

Senator Moopy. They have testified here that they used all of the 
steel they got from you for their own manufacturing, not for the 
gray market. 

Mr. Goopwitt. We presume so. 

Senator Moopy. Do you make an endeavor to keep steel in the hands 
of your buyers? 

Mr. Goopwitu. Well, we think we have pretty good control on it 
because we have a service department. We have servicemen who 
are constantly going around and their jobs are to enter plants that 
we are serving to keep in touch with what our steel is doing. In other 
words, we think it is better to see trouble with steel ahead of time 
than to wait until the customer gets it. 

Senator Moopvy. Very good policy. Have you ever sold any steel to 
the Zack Co. ? 

Mr. Goopwix. No, sir; have not. 

Senator Moopy. Did you ever sell any to the Harold Mahler Co.’ 

Mr. Goopwitt. No, sir. 

Senator Moopy. Ever sell any to V. & R., sir? 

Mr. Goopwitx. No, sir. 

Senator Moopy. Or any to Barry Steel Corp. ? 

Mr. Goopwi. No, sir. 

Senator Moopy. Who are your principal clients; to whom do you 
sell ? 
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Mr. GoopwiL.t. We have about 175 customers, that is active cus- 
tomers, who will buy and receive steel during a quarter; we call an 
active customer a customer when they receive steel during any 
quarter. 

Senator Moopy. I see. 

Mr. Goopwitt. We have about 175 of those customers. I would 
say they are probably representative of any steel company that exists, 
from General Motors, C hrysler, and Ford and all down to the little 
users of 6,000 pounds. 

Senator Moopy. To what extent do you fulfill their requirements 
these days; are there many people that complain that if they cannot 
vet steel, they can’t stay in business 4 

Mr. Goopwitt. Not very much. Of course, we have people come 
to us and ask for steel which we couldn't supply because of our ca- 
pacity and we only supply what is there now. We have been in 
business 20 years in that place out there and we have developed a list 
of customers, I would say 75 percent of them have been on the books 

t least 12 years: can’t throw an old customer overboard to take a 
new one when they are in need. We have many customers—— 

Senator Moopy. Are you a subsidiary of any of the big companies? 

Mr. Goopwiti. Of Sharon Steel Corp.; yes, sir. 

Senator Moopy. Not a subsidiary of United States Steel or Beth- 
lehem ¢ 

Mr. Goopwitt. No, sir. 

Senator Moopy. Thank you very much, gentlemen. 

(Witnesses excused. ) 

Senator Moopy. Mr. Herman Golanty here? 

Do you solemnly swear that the testimony you are about to give 


will be the truth, the whole truth, and nothing but the truth, so help 
you God? 
Mr. Gotanty. Yes, sir. 


TESTIMONY OF HERMAN GOLANTY, HERMAN GOLANTY CO., 
DETROIT, MICH. 


Senator Moopy. Give your name and business, Mr. Golanty. 
Mr. Gotanty. Beg pardon? 

Senator Moopy. Give your name and business for the record. 
Mr. Goranty. Herman Golanty, iron and steel scrap, sir. 
Senator Moopy. You deal in steel and steel scrap; is that right? 
Mr. Gotanty. Yes. 

Senator Moopy. Do you buy and sell steel ? 

Mr. Gonanty. Yes, sir. 

Senator Moopy. Do you trade principally in scrap or in iron? 
Mr. Gotanty. Mostly in scrap. 

Senator Moopy. Mostly in scrap. 

Mr. Gotanty. That is my big business, scrap. 

Senator Moopy. Do you also do some business as a steel broker? 
Mr. Gotanty. Yes, sir. 

Senator Moopy. Do you have a warehouse ? 

Mr. Gotanty. No; I keep a public warehouse. 

Senator Moopy. Are you a broker ? 

Mr. Goutanty. Yes, sir; broker. 
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Senator Moopy. How much steel have you handled, aside from 
scrap, this year? 

Mr. Goranry. I don’t know. 

Senator Moopy. Can you give us any measuring, 
in dollars, what your business has been ¢ 

Mr. Go.tanty. No; I don’t know what I was supposed to bring. I 
could have brought those records with me very easily, if I knew what 
it was all about. 

Senator Moopy. Well, will you tell us some of the people from whom 
you get steel, Mr. Golanty ? 

Mr. Gotanty. From who? 

Senator Moopy. Who you get steel from ? 

Mr. Noonr. Who are your principal sources of scrap? 

Mr. Gotanty. All the plants. 

Mr. Noone. All the plants. Great Lakes? 

Mr. Gotanty. I supply Great Lakes. 

Mr. Noone. You supply Great Lakes with scrap. Oakman Manu- 
facturing ? 

Mr. Gotanty. No, sir; I buy the serap. 

Mr. Noone. You buy their scrap, that’s what you mean ? 

Mr. Gouanty. Yes. 

Mr. Noone. Who are your principal sources on scrap ? 

Mr. Gotanty. Everything is allocated. You have no source as to 
where to ship. 

Senator Moopy. No. We're asking you where you got your steel! 

Mr. Gotanty. All the plants. Speaking of scrap ¢ 

Mr. Noone. Yes. 

Mr. Go.tanty. Chrysler, practically all the General Motors plants, 
that’s it. 

Senator Moopy. You buy scrap. Where do you get your steel that 
you deal in? ° 

Mr. Go.tanty. Various dealers and brokers. 

Senator Moopy. You buy from brokers? 

Mr. Gouanty. Yes. 

Senator Moopy. What is the highest price you’ve sold steel at, Mr. 
Golanty ¢ 

Mr. Gotanty. I think I made one sale around 17 or 18 cents; one 
sale. 

Senator Moopy. Seventeen or eighteen cents. What have the bulk 
of your sales been going for ? 

Mr. Gotanty. I handle wasters, a lot of cheap stuff. 

Senator Moopy. Well, that sells right around 3 or 4 cents, does it? 

Mr. Gotanty. No; I pay 4.75 and I have sold it for 5 cents, five 
and a quarter for 314 cents. 

Senator Moopy. I see. 

Mr. Gotanty. And I bale a lot of it. 

Senator Moopy. You deal in scrap and cheap steel, chiefly ? 

Mr. Goutanty. Any kind of steel I can get. But my main business 
is scrap iron. 

Senator Moony. I see. Have you had a considerable volume of 
dealing in—aside from scrap, in steel ? 

Mr. Gotanty. I wouldn’t say big dealings; no. 

Senator Moopy. How much steel have you handled in 1951; cant 
you tell us that, roughly ? 


either in tons or 
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Mr. Gotanty. Roughly, oh, maybe 1,500 tons. 

Senator Moopy. 1,500 tons? 

Mr. Gouanty. I think so. 

Senator Moopy. In what price range? 

Mr. Gotanty. Anywheres from 4 to 9—as I said it will be one sale 
I think of 17 or 18. 

Senator Moopy. Who was that to? 

Mr. Gotanty. That was to somebody in Cleveland, I am not sure. 

Senator Moopy. Did you have the sale consummated before you got 
the steel in that case, or did you buy the steel ? 

Mr. Gouanty. I never buy anything, any high-priced steel unless 
Iknow Iam going to sell it. They will call you on the phone and say, 
“Can you locate me any 20-gage, 18?” You look around. I wouldn’t 
think of stocking anything up like that. 

Senator Moopy. You don’t have a warehouse ? 

Mr. Gotantry. No. The only time I ever used a warehouse is when 
I get a waster, | don’t get a home for it and I have it. 

Senator Moopy. You sometimes do buy wasters before you-— 

Mr. Gonantry. Wasters is something you will always find a market. 
for; not right away, but you find a market. That is, not today. I'll 
vo back 6 months. 

Senator Moopy. Tell us, Mr. Golanty, why the steel market has 
changed. When you say today as against 6 months ago. 

Mr. Gotanty. That is something I wish I knew. Just can’t sell it. 

Senator Moopy. You can’t sell it ? 

Mr. Goutanty. No,sir. And still serap is searce. 

Senator Moopy. Would you say there was too much steel? 

Mr. Gotanry. I wouldn’t know that. 

Senator Moopy. It is just that people aren’t buying; is that right? 

Mr. Gotanry. Apparently not buying it. 

Senator Moony. Is there a considerable amount of steel in the mar- 
ket now, looking for buyers ¢ 

Mr. Goutanty. I am not that big a steel man to know that. I ean 
tell you more about scrap than I can about steel. 

Mr. Noonr. What is your volume of business, scrap and steel, on a 
monthly basis and dollarwise ¢ 

Mr. Gonanry. And dollarwise ? 

Mr. Noone. Your gross? 

Mr. Gotanty. 1 will say 500,000—600,000. 

Mr. Noonr. A month? 

Mr. Gonantry. Yes. 

Senator Moopy. Six hundred thousand what ? 

Mr. Gonanty. Dollars. 

Mr. Noonr. A month ? 

Senator Moopy. You gross five or six hundred thousand dollars’ 
worth a month ? 

Mr. Gotanty. Serap; mostly scrap. 

Senator Moony. I see. What is the profit on that, roughly? 

Mr. GoLtanty. $1 a ton. 

Senator Moopy. $1 a ton? 

Mr. Gouanty. Yes. 

Senator Moopy. Scrap is selling for how much a ton? 

Mr. Gotanty. All depends what grade it is. No. 1 is $40.20 

Senator Moopy. $40.20. So in that case- 
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Mr. Gotanty. The OPS allows you $1 a ton. 

Senator Moopy. You are getting, in that case, about 214 percent / 

Mr. Goranry. I don’t know what percentagewise. I’m going } 
that dollar a ton commission. 

Senator Moopy. I see. 

Mr. Noone. Has that been pretty steady ? 

Mr. Gouanty. Oh, yes. That’s been right on. Since the OPS 
Previous to that, it was a gamble. You’d go out and buy whateve: 
tonnage, if you thought the market was going up, lay it down and 
gamble on either making a dollar, two, three, or losing that much. 
The way it is, you cannot lose. 

Mr. Noonr. What do you do in the scrap picture? Do you hanile 
the transportation of the scrap from the plant to a mill? 

Mr. Gotanty. Yes; from the plant to the mill. 

Mr. Noone. You hire a private trucking company ¢ 

Mr. Gotanty. No; this is all in carload. I give them the differen 
ratings, to the different mills. I don’t handle truckloads. 

Mr. Noone. You handle carloads? 

Mr. Goranty. Carloads only. 

Mr. Noone. You pay the freight? 

Mr. Goranty. <All depends. 

Mr. Noone. You say you get a dollar a ton. What do you do for 
that dollar? 

Mr. Gotanty. What do I do with it? 

Mr. Noone. For it? 

Mr. Gotanty. I look up the scrap for the mill. 

Mr. Noone. That’s strictly a brokerage fee. Any transportation 
charges incurred by you? 

Mr. Gonanty. That’s all in the price. 

Mr. Noone. It doesn’t affect the dollar you get? 

Mr. Goranty. It doesn’t affect the dollar; no. 

Senator Moony. You say you can’t lose. 

Mr. Goranty. You can’t lose; no. 

Senator Moopy. You mean under the OPS regulations? 

Mr. Gotanty. You can’t lose; no. 

Senator Moopy. Will you explain why a scrap dealer can’t lose? 

Mr. Gotanty. It is impossible. 

Senator Moopy. Will you explain why? 

Mr. Gotanty. Why, the OPS has given the scrap yard—I'll put 
it to you this way: A good enough spread with the labor situation 
on preparing the scrap, the price they allow you to pay for unpre- 
pared and the price you get for it after it is prepared. They give 
you—they are very lenient. They gave me a very good spread and 
they gave me, the broker, a good commission. 

Senator Moony. In other words, this $1 is a satisfactory amount! 

Mr. Gotanty. Very much so. 

Senator Moony. How much of a spread in scrap is there? 

Mr. Gontanty. All depends on the grade, anywhere from $6 to $1) 
aton. All depends on the commodity; it has No. 1, No. 2, No. : 

Mr. Noonr. How long have you been handling this scrap for, Tet’s 
say, the General Motors plant, Mr. Golanty ? 

Mr. Gotanty. I'll say about 25 years. 

Mr. Noonr. Do you bid against others for the privilege of buying 
that scrap? 
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Mr. Gotantry. We did up until the OPS came in, and now, what 
they do percentagewise, they, for instance, previous to the OPS ceiling, 
say in round figures, I was getting 1,000 tons a month from—well, say 
Chrysler, and they made 5, ‘000 tons, which means I was getting one- 
fifth. Istill get one-fifth of what I got previously without a bid. No 
one bids today because it is all one price. Those that took care of the 
scrap when it was hard to find a market; they still get theirs per- 
centagewise. 

Senator Moopy. Mr. Golanty, do you know Mr. Harold Mahler? 

Mr. Gouanty. Yes, sir. 

Sens ~~ Moopy. In September of 1950 did you sell him some steel ? 

Mr. Gouanty. Yes, sir. 

Senator Moopy. How much steel did you sell him ? 

Mr. Gontantry. Oh, I have sold him two or three loads. 

Senator Moony. Two or three loads? 

Mr. Gotanty. Yes. 

Senator Moony. What was the price? 

Mr. Gotanty. I think the highest I charged was around 16 cents. 

Senator Moopy. Sixteen cents. 

Mr. Gotanty. Yes. : 

Senator Moopy. How much did you pay for that ? 

Mr. Gotanty. Around seven. 

Senator Moopy. Seven cents? 

Mr. Gotanty. Maybe eight. 

Senator Moony. So you made yourself 100 percent on that? 

Mr. Gonanty. Oh, yes. There were about three or four deals like 
that. 

Senator Moopy. Three or four deals like that ? 

Mr. Gotanty. Yes. 

Senator Moopy. I see. Do you know what happened to that steel 
after Mr. Mahler got it? 

Mr. Goranty. No, sir. 

Senator Moopy. Where did you get the steel ? 

Mr. GoLanty. I believe I got the steel from the Detroit Tube & Steel. 

Senator Moopy. Detroit Tube & Steel Co. ? 

Mr. Gotanty. Yes, sir. 

Senator Moony. Is the amount of steel indicated here as 336,000 
pounds about right? 

Mr. Gotanty. That is about three loads, I imagine. 

Senator Moopy. Were these three truckloads of steel or carloads? 

Mr. Gotanty. Truckloads. About 150 tons, is that it? 

Senator Moopy. One hundred fifty tons? 

Mr. Gotanty. Approximately. 
Risen Moopy. And you bought it at 7 and 8 cents and sold it at 
about 16% 

Mr. Gotanty. Yes. I think some I sold for a whole lot less. I 
would have to look that up. 

Senator Moopy. Where did you get it? 

Mr. Gotanty. Detroit Tube. 

Senator Moopy. Detroit Steel Tube? 

Mr. Gotanty. Detroit Tube & Steel. 

Senator Moopy. Detroit Tube & Steel? 

Mr. Gotanty. Yes. 





248 STEEL GRAY MARKET 


Senator Moopy. Now, do you know to whom Mr. Mahler sold 
this steel ? 

Mr. Gotanty. No. 

Senator Moopy. Did you ever hear of the Northern Steel Ware- 
house in Detroit? 

Mr. Gouanty. Yes, sir. 

Senator Moopy. Do you have any knowledge of this steel moving 
into the Northern Steel Warehouse ? 

Mr. Gotanty. I don’t remember. He might have put it in there 
and stored it for storage purposes only. The Northern Steel, they 
are not buyers of steel like this. 

Senator Moopy. Do they ever trade steel ? 

Mr. Gouanry. It is something I don’t know. 

Senator Moopy. Let me ask you this: When you traded steel, did 
you ordinarily get your steel in Detroit? 

Mr. Gotanty. Yes. I'll say most of it in Detroit; yes. 

Senator Moopy. Do you usually sell in Detroit or sell outside? 

Mr. Gotanty. Mostly in Detroit, and some in Cleveland. 

Senator Moopy. You buy it in Detroit and you sell in Detroit and 
Cleveland; is that right? : 

Mr. Gouanty. Yes. 

Senator Moopy. Can you give us an estimate—that is a pretty good 
deal, 100 percent mark-up ? 

Mr. GoLanty. Sure it is. I happened to get an item they wanted 
badly, and I said, “What is it worth?” When you are in one business, 
when I handle steel, it is a find; you know what I mean, it is a find; 
my business is scrap iron, and when I see a pretty good profit i in steel, 
I handle it. 

Senator Moopy. Can you give us an estimate of what your dealings 
in steel netted you in 1951? 

Mr. Gotanty. I wouldn’t have the least idea. 

Senator Moopy. You wouldn’t have any idea at all? 

Mr. Gonanty. No. 

Senator Moopy. How about steel plus scrap ? 

Mr. Gotanty. Steel plus scrap? Im trying to figure. I wouldn't 
even have an idea. 

Senator Moony. Is the Internal Revenue Department checking your 
returns now, Mr. Golanty ? 

Mr. Gotanty. They have checked them; yes. 

Senator Moopy. They have checked you ? 

Mr. Gouanty. Yes. 

Senator Moopy. Have they cleared you yet, do you know? Is 
there a case pending? 

Mr. Gotanty. No, sir. 

Senator Moopy. There is not one pending? 

Mr. Gotanty. No, sir; I paid them. 

Senator Moopy. Oh, you did pay them? 

Mr. Gotanty. Oh, yes 

Senator Moopy. How much did you have to pay ? 

Mr. Gotanty. Last year, well, I don’t know, around $5,000. 

Senator Moopy. $5,000; is that right ? 

Mr. GoLanry. Yes: : on disallowances. 
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Senator Moony. In other words, you declared certain things in your 
report; they disallowed them; it wasn’t a case of evasion 4 

Mr. Gotanty. Oh, no, sir. 

Mr. Noonr. Mr. Golanty, you don’t have a warehouse? 

Mr. Gotanty. No; not of my own; I just—I rent from a public 
warehouse. 

Mr. Noone. You reside at the Detroit Leland Hotel ? 

Mr. Gotanty. For over 18 years. 

Mr. Noone. That is also your business address ? 

Mr. Gonantry. Yes. 

Mr. Noone. You carry on your business from that place ? 

Mr. Goranty. I have three room up there, everything is my own, 
and my reason for that is I used to be in the Book Building and your 
business, where 99 percent of your business in the scrap brokerage is 
telephoning, and I said, “Why should I pay rent there; I can combine 
it all here.” It sounds funny when you say, “Detroit Leland Hotel” 
to the average person, like as to think I’m an overnight broker, but 
[ have been there for close to 19 years. 

Mr. Noone. You say there is a great deal of telephoning. You 
mean you do have difficulty in placing this scrap ? 

Mr. Gotanry. Why, you are on the telephone all day long, prac- 
tically. 

Mr. Noone. Placing scrap? 

Mr. Gotanry. Buying scrap—trying to buy. 

Mr. Noonr. You have these regular accounts? 

Mr. Gotanty. Well, this is it, since the OPA has been in, but previ- 
ous to that you called all over the country for scrap, Pittsburgh 
Cleveland, Chicago, New York. 

Mr. Noone. You were looking for more scrap ? 

Mr. Gotanry. We are always looking for scrap, on the telephone. 

Mr. Noonr. Do you have any employees ? 

Mr. Gotanty. Just two. 

Mr. Noone. ‘Two? 

Mr. Gotanty. A girl and my boy. 

Senator Moopy. Well, thank you, Mr. Golanty. 

Mr. Goranty. Thank you. 

(Witness ee 

Senator Moony. C. R. Chriseo and L. S. MacKay. 

Do you cs n ‘solemnly swear that the testimony you will give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Curisco. Ido. 

Mr. MacKay. I do. 


TESTIMONY OF CARL R. CHRISCO AND L. S. MacKAY, KAISER- 
FRAZER CORP., WILLOW RUN, MICH. 


Senator Moony. Will you, Mr. Chrisco, state your name and busi- 
ness, please. 

Mr. Curisco, Carl Chrisco, Kaiser-Frazer Corp., Willow Run, 
Mich. 

Senator Moopy. Mr. MacKay? 

Mr. MacKay. Kaiser-Frazer Corp., Willow Run, Mich. 
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Senator Moopy. You had better give your whole name, Mr. Mac- 
Kay. . 

Mr. MacKay. L. S. MacKay. 

Senator Moopy. Has Kaiser- Fraser had any difficulty getting met: 
in the last few months ¢ 

Mr. MacKay. Not in the last few months; no. 

Senator Moopy. You have all the material you need ? 

Mr. MacKay. Yes; we apparently do have; yes. 

Senator Moopy. Your cut-backs have not affected you in steel or 
copper ¢ 

Mr. MacKay. Not in the last few months, they have not. 

Senator Moopy. I see. However, previously they did? 

Mr. MacKay. They have; yes, sir. 

Senator Moopy. Did they hit you harder in steel or copper? 

Mr. MacKay. I would say that because of our reduced schedule, 
it would be hard to make a comparison. We are not producing as 
many vehicles as we hoped we would produce and as many vehicles 
as we had allocations for, consequently, the cut-backs as of this mo- 
ment have not seriously affected us. We have been able to cover 
whatever shortages of—that have cropped up and they do crop up 
on emergency basis from time to time. 

Senator Moopy. Has the necessity for throttling down your pro- 
duction given you any excess materials? 

Mr. MacKay. Yes; it has from time to time. 

Senator Moopy. What have those materials been, chiefly ? 

Mr. MacKay. Chiefly steel products, flat rolled. 

Senator Moony. Flat-rolled steel ? 

Mr. MacKay. Yes, sir. 

Senator Moopy. Can you tell us about the situation when you 
found that you had excess steel ? 

Mr. MacKay. Well, to the extent that it is possible to do so, we 
have arranged to cut back on our mill-order condition. However, 
as you know, steel products must be purchased well in advance of 
the delivery time, and quite often cut-backs cannot be affected 
quickly as may be desired. 

Senator Moopy. You mean cut-backs and deliveries of steel to 
you? 

Mr. MacKay. That is correct. 

Senator Moopy. So that you found yourself with extra steel on 
your hands, did you not? 

Mr. MacKay. That is correct. 

Senator Moopy. I see. You took steps to market that steel, did 
you ¢ 

Mr. MacKay. No, sir. 

Senator ere You did not? 

Mr. MacKay. No, sir. 

Senator Moopy. What did you do with it? 

Mr. MacKay. Kept it in inventory. 

Senator Moopy. You still got it? 

Mr. MacKay. Well, I would say that has, as of this moment, \ 
are as well balanced inventorywise for our car production as could 
be expected. 

Senator Moopy. I see, but you did not sell the steel that you fow 
you had on hand, that was extra? 
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Mr. MacKay. The policy of the Kaiser-Frazer Corp. has been and 
is today that we do not sell steel. 

Senator Moopy. I see. Well, did any occasion arise for shortages 
of other material or otherwise where you found it desirable to sell 
some steel ? 

Mr. MacKay. I think we should explain the words “selling steel.” 

Senator Moopy. Well, exchange, then ¢ 

Me» MacKay. Exchange or trade. 

Senator Moony. I would like to have you tell me about that. 

Mr. MacKay. We have done quite a little bit of that. 

Senator Moopy. Will you tell the committee about that? 

Mr. MacKay. Well, I think that we should start with Oakman 
\anufacturing, as they have been under discussion. 

Senator Moopy. Yes. 

Mr. MacKay. Oakman Manufacturing has been an excellent source 
for us for the purpose of trading steel. Very often in our own pro- 
duction, we come up with momentary shortages; that is, shortages in 
our production schedules without any notice. For example, our pli in- 
ning department may call in the morning and say we are out of such 
and such a part. At 3 o’clock this afternoon we may not have the 
steel in inventory, the proper size or gage or specification. 

Senator Moopy. In other words, you have some steel but it isn’t what 
you specifically need at 3 o’clock on that day ? 

’ Mr, MacKay. Correct, sir; which means we immediately got to get 
on the telephone and try to find, locate a proper type and gage. 

Senator Moopy. Do you have to pay a higher price for “that when 
you have to get it that way ? 

Mr. MacKay. No; generally we do not. 

Senator Moopy. From whom do you get that steel ? 

Mr. MacKay. What we try to do, in order to save our car costs to 
procure any steel that we buy at mill prices, we accomplish that by 
selling the steel that we may have in inventory at our cost or less than 
cost, but in so doing, you might s: Y, give a bonus to the seller or give 
a bonus to the seller of the mill a ice steel by adding steel. In other 
words, trading a 1 to 2 ratio or 1 to 3 ratio, the best sort of a deal. 

Senator Moony. In other words, the steel comes to you mill price 
but you in trading your steel for it, you add a bonus of steel? 

Mr. MacKay. Add a bonus of steel in weight and sell it at our cost 
r less than cost. 

Senator Moopy. I see. Doesn’t that result in a loss to the corpora- 

y, # 

Mr. MacKay. No, sir: it does not. 

Senator Moopy. Will you explain why not, if you are selling at a 
/ 
Mr. MacKay. Well, the result is, it is a—perhaps a better way to 
it is it may be a loss in dollars, but it is a very fine gain to keep 
lant from shutting down and we have had m: ny, Many occasions 
th it type. Namely, if the steel in a proper size and type and gage 
were not " ailable at the time of 3 o'clock, the plant could go down. 
lherefore, by losing a few dollars on the steel, you might say, is not a 
s to the corporation. 
Senator Moopy. You would have a much greater loss which would 
f it shut the p pr down? 
Mh MacKay. Yes, s 
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Yes. 
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approximately SLO0,000, 
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One hundred thousand dollars ? 
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You got $429,000 for that steel ? 

Yes. 


And was that a cash transaction or did you— 
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Senator Moony. All steel ? 

Mr. MacKay. All flat-rolled products. 

Senator Moopy. Different kinds of steel ? 

Mr. MacKay. Correct, sir, different size and gage. 

Senator Moopy. What has your situation been in copper 

Mr. MacKay. The situation in copper has been fairly ah recently. 
We did, however, early this vear, I personally as a matter of fact 
anticipated a rather substantial shortage in copper and I recommended 
to our management that we buy several hundred tons of copper, and 
either put it in our inventory or place it on a toll arrangement in 
order to protect our production; specifically it was designed to assist 
the radiator production on our latest car, the I fenry s 

The reason being, that that particular manufacturer was a small 
manufacturer, had never produced previously a passenger car radiator. 
As soon ast he copper shortage started creeping in On US he was immedi 
ately out of copper, and as a matter of fact, I accompanied this par- 
ticular fabricator to Washington and he spent weeks and weeks and 
weeks down there with NPA officials attempting to get proper certifi 
cation in order to give him the license in order to vo to the copper 
companies and buy copper. He did obtain the tickets finally but that 
isas faras he got. He was unable to place copper orders. 

Senator Moopy. Through the regular channels, Government and 
normal channels, you were unable to get copper to produce your new 


Mr. MacKay. The fabricator of the radiator. We bought the 
complete product. 

Senator Moopy. I understand that, but the fabricator of your radi 
ator which was required to produce the car ¢ 

Mr. MacKay. Through the regular channels, it was not. 

Senator Moopy. You had to take extraordinary means to vet the 
copper ¢ : 

Mr. Mackay. Yes, sir. 

Senator Moopy. That again parallels the testimony of a witness 
from a small business, who said he had to go out of business if he con- 
tented himself with a 12 to 14 percent of his total that he could have 
gvotten. 

Mr. MacKay. I see. 

Senator Moopy. Did you get any copper from Oakman / 

Mr. MacKay. Only steel: yes, sir. 

Senator Moopy. Did you manage to get any copper through other 
sources 4 

Mr. MacKay. No copper through other sources. 

Senator Moopy. You rot ho copper in trade for steel ? 

Mr. Mackay. Oh, Ves 3 I misunderstood your question, We did 
procure 250 tons of copper from Zack Metal. 

Senator Moopy. From Zack Metal / 

Mr. MacKay. Yes. 

Senator Moopy. I see. Now. that was a deal entirely different from 
this 2.260 tons that you dealt with with the Oakman Manufacturing 
('o / 


Mr. MacKay. Different only in the respect it was a different com- 
pany, but the type of arrangement was the same. 

Senator Moopy. It was a different transaction ? 

Mr. MacKay. Entirely different transaction; yes. 


92785—52——17 
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Senator Moopy. I see. Now, how much steel did you sell to Zack 

Mr. MacKay. As I recollect, it was 1,500 tons. 

Senator Moopy. I see. And what was the price of that steel ? 

Mr. MacKay. That price was $10 per hundredweight, as I recollec 

Senator Moopy. And that was a cash sale? 

Mr. MacKay. That was cash; yes, sir. 

Senator Moopy. I see. Now, what was the over-all cash balance o1 
that transaction ¢ 

Mr. MacKay. I don’t have that calculated, I’m sorry to say, but it 
could be done quickly here. It was 1,500 tons at $200 a ton, whic! 
would make it $300,000 on the steel. It was 250 tons of copper ai 
published market price of 2414 cents, whatever that calculates. 

Senator Moopy. I see. So, you used the $300,000 or part of $300.00) 
that you got in selling your steel to take over from Zack Metal Co. 
250 tons of copper that you needed, which you couldn’t get throug 
ordinary channels; is that right? 

Mr. MacKay. You can say that; yes, sir. 

Senator Moopy. Have you or has your corporation made an attempt 
to get copper for yourself—and who was that fabricator ? 

Mr. MacKay. Young Radiator, Racine, Wis. 

Senator Moopy. I see. Had you tried to get copper from the regu 
lar fabricators ¢ 

Mr. McKay. Our company did make some attempt to obtain copper 
from the regular producers. However, we were unsuccessful ani 

rightfully so, perhaps, inasmuch as we had no historical background 
with the copper companies; but, more particularly, we are not a buye! 
of copper in its raw form. 

Senator Moopy. I see. Well, that was a rather complicated deal, tha 
exchange of copper; was it not? 

Mr. MacKay. Well, no. 

Senator a _Would you mind explaining what that deal was! 

Mr. MacKay. No; it wasn’t very complicated. I don’t think so, 
Senator. 

We, in attempting to protect our production on the Henry-J auto 
mobile particularly and all other copper items, felt it advisable to put 
in inventory or on a toll arrangement 250 tons of copper. We mace tli 
efforts to obtain such copper in its raw form from regular producers: 
and, failing in our ability to do so, we immediately st arted making t! 
necessary surveys to try to find it. We did ask Mr. Zack to see whethie: 
or not he could produce the copper for us, and he said that he coul: 

Senator Moopy. Have you dealt with Mr. Zack previous? 

Mr. MacKay. We have had some dealings with him prior to that 
I believe; the nature of which I don’t believe I know anything abou 

Mr. Curisco. We did, but I’m not familiar with the transactio 
either. 

Mr. MacKay. If they were, they were of a minor nature. I 1 
member his name around the plant, but this was the only large dea 
we had with him. 

Senator Moopy. Will you describe that deal ? 

Mr. MacKay. All right. Continuing, Mr. Zack did tell us that he 
could produce the copper, providing we could come to some agre: 
ment on trading other materials for that copper. 

Senator Moony. In other words, in order to get the copper for you. 
he insisted that you give him steel ? 
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Mr. MacKay. As a matter of fact, we offered to give him steel; 
that was the commodity, at the moment, that we had most of, and 
more than money, I might add, I guess. 

Senator Moony. I think that you were in an unusual situation at 
that point. 

Mr. MacKay. I can explain that, too, because that has not been 
our history, Senator, but in any event we happened to have the steel 
at that time, and an associate of mine at Kaiser-Frazer did finally, 
after much discussion, arrive at a negotiated deal, which was 250 tons 
of copper at published market price. We were to sell him in return 
on a 6-to-1 ratio basis, which amounted to 1.500 tons of flat-rolled 
product at $200 a ton. 

Senator Moony. I see. 

Mr. Noonr. What was your source on that steel 

Mr. MacKay. Well, it is a little involved, all of that steel—— 

Mr. Noone. Was that actually your cost, 10 cents a pound? 

Mr. MacKay. To the best of our knowledge, slightly less than our 
cost. 

Mr. Noone. I might say that others who have been involved in this 
particular steel have stated that the mill price on it would be 5 cents. 

Mr. MacKay. I would say that that is about correct. 

Mr. Noone. How did it come up to 10 cents in your situation 

ah MacKay. That is all conversion steel. It started with Ingots 

Alleghany Ludlum furnaces, which furnaces we own, and we took 
the entire output of that furnace in ingot form. Those ingots were 
shipped to Cleveland to be rolled into hot bans and from there sent to 
Armco at Middleton, Ohio, for rolling into cold-rolled sheets. So, it 
was a three-way deal. 

Senator Moopy. And the cost of that at the end of that operation 
was 10 cents a pound ¢ 

Mr. MacKay. It actually amounted to more than that. The best we 
can calculate is that that would run around—let’s see here—about S208. 
\ net ton would be—actual cost without any cost added for handling 
or for profit. 

Mr. NOONE. ] see. 

Mr. MacKay. When I say “handling,” it doesn’t include anything 
for our procurement activity and ove ‘rhead, and so forth. 

Mr. Noone. Did you know what the market price on copper was at 
that time 

Mr. MacKay. Yes, sir; it was a published price. 

Mr. Noone. I don’t mean the established market price, but the price 
vou had to pay to obtain copper? Do you know what Zack had to pay 
for it to obtain the copper he gave you ¢ 

Mr. MacKay. No; I don’t. I do know there were prices of copper 
running well over twice that amount of money; I mean, 
n the market. 

Senator Moopy. So, you felt you were getting 
copper ¢ 

Mr. MacKay. Well, we felt it was a reasonable deal. 

Senator Moopy. Did Zack tell you he had to pay more for the cop 
per than he was " ‘ling it to you for? 

Mr. MacKay. I don’t know that. You understand, I personally did 
not make that arrangement. 


Senator Moopy. Who did? 


I knew it was 


a good price on the 
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Mr. MacKay. Warren Huff, previously associated with the Kaiser. 
Frazer, actually made the deal. 

Senator Moopy. You don’t know whether Mr. Zack told Mr. Huff 
or told any official of the Kaiser-Frazer Corp. that he was buying this 
copper at a loss and, therefore, would have to sell the steel at a substan 
tial profit in order to make up for that loss ¢ 

Mr. MacKay. I would not know that. 

Senator Moopy. You wouldn’t know that? 

Mr. MacKay. No, sir. I have, however, made—or, I might add, | 
checked the records to see if there were any references made to such a 
condition and found none. 

Senator Moopy. I see. In January of 1951 did you ship any cold 
rolled sheets to the Canadian Westinghouse Corp., Ltd., in Hamilton, 
Ontario’ 

Mr. MacKay. I don’t believe so; I would have to check on that. 

Mr. Curisco. We did. 

Mr. MacKay. What? 

Mr. Curisco. We did. 

Senator Moopy. What was the price of that / 

Mr. Curisco. I don’t know the price of that, Senator; I don’t have 
the records. Probably at our cost or some arrived-at figure, but | 
don’t know what it was. 

Senator Moopy. The records indicate that the cost was $6.56. per 
hundred weight. 

Mr. Curisco. I judge it would be about that. 

Senator Moopy. Could you tell us the circumstances of that deal? 
Mr. Curisco. Well, that was another attempt to secure copper 
Through that transaction, we were supposed to get copper from a 
concern in New York, and they did produce. And they did produce 
several loads of copper scrap which was unacceptable to the business 

for the purpose we wanted it. 

Senator Moopy. I see. 

Mr. Currisco. So, therefore, this transaction didn’t benefit us and 

ve hoped it would. 

Senator Moopy. You didn’t get the copper you had hoped to get! 

Mr. Curisco. That we had hoped to get; that’s right. 

Senator Moopy. But you did sell the steel ? 

Mr. Curisco. Yes. 

Senator Moopy. And did you sell it at a profit ? 

Mr. Curisco. Well, we did not sell it at a profit. Id have to check 
the record to see whether that particular steel was sold at a loss o1 
prefit. IT assume it was at a loss. 

Senator Moopy. You wound up by not getting any copper out of 
that particular transaction 

Mr. Curisco. That’s right. 

Senator Moopy. Mr. MacKay—or either one of you; it doesn’t make 
any difference—how do the companies like Kaiser-Frazer and others 
hear of the existence of these gray marketeers? Do they call up and 
make themselves known, or do you bave to go out and find them, o1 
what ? 

Mr. MacKay. Well, I think Mr. Chrisco can answer that better 
than I, but I personally do get telephone calls of offerings of stee! 
at prices, what kind of steel, where it’s generally located, and so forth 
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But Mr. Chrisco is in a much better position to answer that, because 
he would normally take those calls. 

Mr. Curisco. Well, normally, we do business with what we term 
“legitimate warehouses” in town when it’s necessary for us to secure 
warehouse quantities of steel. We get lists, like all purchasing de 
partment, of all concerns who are handling steel. 

Senator Moopy. As a matter of fact, there is quite an extensive cir- 
cularization of the various steel buyers from various brokers and 

ther fellows of steel that had steel available 2 

Mr. Curisco. That is correct. 

Senator Moopy. I think it ought to be kept in mind that all of 
he transactions are carried on against a background where there are 
small businesses that are having great difficulty getting it, and get- 
ting it at a price where they can stay in business. And, of course, in 
a situs ition where a vreat many industries are bel Ing’ cut back, laid oft 
I just think for the record it ought to be stated that that is the cas 

Mr. Noone. To go back to the Oakman Manufacturing Co.. Mr. 
MacKay, have they ever manufactured parts for Kaiser-Frazer ? 

Mr. MacKay. Yes; they did. I believe it was in 1949 they manu- 
factured license | rackets for the Kaiser. 

Mr. Noone. Have they done any manufacturing for you since that 
time ¢ 

Mr. MacKay. They have not. 

Mr. Noone. Do you use other than 18- or 20-gage steel in your manu- 
facturing operations ¢ 

Mr. M \¢ Kay. Yes: we do. 

fr. NOONE. You do ¢ 
Mr. Mackay. Yes: we do. 


Mr. Noone. You might use any size of steel, either for yourself o 
your suppliers ¢ 

Mr. Mackay. I think it’s 13 to 22. the full range. 

Mr. Curisco, Well, I would say even down to three-eighths plates 


to 2v-Gnvnge 


terial vou get in trade, or have vou at any time traded one material, 
rece er another, then traded it the second time, passed it on 4 

Mr. Crrtsco, No: the only reason we made the trade is because 
were a ate for the material were trading for. We need that 
immediately ; so, we never trade for material that we think we might 
use on another trade or at a future date. So, our trades have been 
for material that we require urgently. That is the only basis. 

Mr. Noone. You're talking about 1951 now / 

Mr. MacKay. I was just going to suggest here that we're talking 
about. 1951. 

Senator Moony. Yes. 

Mr. Mackay. That’s right. Previous to that. we had made two or 
three trades in order to vet the final product. 

Mr. Noone. Have any of these trades involved a situation where 
inother manufacturer is short for a particular item and would call 
you and would ask if you would trade something to him ¢ 

Mr. MacKay. Oh, yes. 

Mr. Noone. And you carry out those operations ? 

Mr. MacKay. Absolute ly. 


Mr. Noone. In these trade arrangements, do you always use a ma 
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Mr. Noone. And in that situation would you wind up with some 
thing you couldn’t possibly use and trade it again ? 

Mr. MacKay. Not nec essarily. We have been called upon by per- 
haps all of the manufacturers, I guess, in the city of Detroit at one 
time or another to assist with steel. Most of it has been done on a 
replacement basis. In other words, if we could supply 50 tons of : 
sheet or a roughly blank today, it might be returned 10 days Sen 
now just to cover a mill delinquency, and we have been operating 
on that basis right along. 

Senator Moopy. It takes a pretty good inventory of steel where 
your competitors have called up and said, “We'd like to have the 
steel for a few days”? 

Mr. MacKay. And we have done likewise. 

Senator Moopy. And you have called them ‘ 

Mr. MacKay. Yes, sir. 

Senator Moony. That’s the general practice in the industry ¢ 

Mr. MacKay. Yes. 

Senator Moopy. Have you sold steel to them? 

Mr. MacKay. Yes, we have. 

Senator Moopy. What prices have vou sold it to them ¢ 

Mr. MacKay. We always sell at cost or less than cost. 

Senator Moopy. You have never sold any steel above cost? 

Mr. MacKay. No, sir, our policy has been right from the beginning 
not to sell steel at a profit. 

Mr. Noone. To summarize this transaction, you sold them 3,000,000 
pounds. The cost to Zack was 10 cents a pound? 

Mr. MacKay. That’s right. 

Mr. Noone. We want to establish that fact because we want to go 
ahead and trace out what happened to it and the price history on 
that. It was 10 cents a pound from Kaiser to Zack? 

Mr. MacKay. That’s right. 

Senator Moopy. Thank you, gentlemen. 

Mr. Noone. Thank you, gentleme n. 

Senator Moopy. That’s all. 

(Witnesses excused. ) 

Senator Moopy. Those who have been studying the chart her 
may know that we have moved on now from the top chart to the 
Zack Metal Co. case. 

The committee will adjourn in a moment or two until tomorrow 
morning, but before we conclude, however, I think that you would 
say that we have been presenting what we consider to be rather typi- 
cal cases here. These are not the only cases of gray market dealings 
in the city; they have been selected by the staff. We have a limited 
staff and I might say I think they have done a nice job of disclosing 
this. We have disclosed these because we feel this is the sort of deal- 
ing that has been going on in the steel industry in Detroit. 

We're going to continue this tomorrow morning and go into thie 
series of transactions which is shown on the middle chart here. 

The committee will now adjourn until 9:30 tomorrow morning. 

(Thereupon, at 5:52 p. m., the subcommittee was adjourned to 
9:30 a.m., Friday, November 30, 1951.) 
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FRIDAY, NOVEMBER 30, 1951 


UnrIrep STATES SENATE, 
SUBCOMMITTEE ON MopinizaTion AND PROCUREMENT OF 
THE SENATE SELECT COMMITTEE ON SMALL Business, 
Detroit, Mich. 

_ The subcommittee met, pursuant to recess, at 9:55 a. m. in room 

, Federal Building, Detroit, Mich., Senator Blair Moody (chair- 
man) presiding. 

Present: Senator Moody. 

Also present: Senator Homer Ferguson; Lawrence G. Henderson, 
staff director, Senate Small Business C ommittee; Charles M. Noone, 
counsel; William D. Amis, investigator. 

Senator Moopy. The committee will come to order. 

We'd like again to express our appreciation to Judge Lederle, the 
chief justice in this court, for the use of his courtroom. We would 
also like to thank the United States marshal, Joseph Wisniewski, who 
has given help on serving subpenas to the witnesses and also for help- 
ing us with the witnesses in the jury room. 

I am very glad to welcome Senator Ferguson this morning. He 
is not a member of the committee, but he is interested in this sort 
of thing. He was invited to come yesterday, but he couldn’t do it. 
He has very graciously consented to come back to town to sit with me 
on these hearings. 

At the conclusion of yesterday’s hearing, we had the testimony of 
the Kaiser-Frazer Corp. stating that they, had sold 3,000,000 pounds 
of steel to the M. W. Zack Metals Co. at 10 cents a pound. Inci- 
dentally, during yesterday’s hearing, it was testified that Production 
Steel Coil, Inc., handled some steel “which was marked up from $5.95 
to $7.25 a hundredweight. I have a letter here this morning from 
that company pointing out, as it was pointed out in the testimony 
yesterday, that in that mark-up there was considerable handling and 
considerable processing of the material, and that the huge increase 
n price to the end user occurred in the handling of steel by the Liver- 
nois Tank Co. after the Production Steel Coil Co. had sold it to the 
Livernois Tank Co. That is very true, and I think the record ought 
to show that. I don’t want to have any false impression go out from 
this hearing, of course. 

Mr. Morris Zack and Mr. Eugene M. Zack. Are you Mr. Eugene 
Zack? 

Mr. Zack. Yes. 

Senator Moopy. Do you solemnly swear that the testimony you 
are about to give will be the truth, the whole truth and nothing but 
the truth, so help you God? 

Mr. Zack. I do. 
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Senator Moopy. Is Mr. Morris Zack here? 
Mr. Zack. He is out of the country. 
Senator Moopy. I understand he is in Europe; is that correct ? 


Mr. Zack. That is right. 


TESTIMONY OF EUGENE ZACK, VICE PRESIDENT, M. W. ZACK 
METAL CO., DETROIT, MICH. 


Senator Moony. Will you state your name and business ? 

Mr. Zack. Eugene Zack, vice president of the M. W. Zack Co. 

Senator Moony. Talk a little louder, please. D’ve been told that 
both the witnesses and the examiners didn’t talk quite loud enough to 
the satisfaction of some of the gentlemen aad. They want to 
hear what we have to say. 

Mr. Zack. All right. 

Senator Moopy. Will you state what the business of this com 
pany is? 

Mr. Zack. We are metal brokers and traders. 

Senator Moopy. I see. Is that your only business ¢ 

Mr. Zack. That is right. That is our only business. 

Senator Moopy. What metals do you deal in # 

Mr. Zack. Ferrous and nonferrous metals. 

Senator Moopy. All kinds of metals? 

Mr. Zack. That is right, virgin and—— 

Senator Moopy. How much business do you do a year, Mr. Zack, 
in metals? 

Mr. Zack. About $10,000,000 worth a year. 

Senator Moopy. $10,000,000 worth a year? 

Mr. Zack. That is right. 

Senator Moopy. From where do you get your metals? 

Mr. Zack. We buy our metals from other dealers, industrial plants, 
the Government, anybody that has it for sale. 

Senator Moopy. Anybody that has it for sale? 

Mr. Zack. That is right. 

Senator Moony. I see. What are your chief sources of supply? 

Mr. Zack. Well, I should say the industrial plants. 

Senator Moopy. In the industrial companies of Detroit ? 

Mr. Zack. That is right. 

Sen: oe Moopy. Elsewhere ? 

Mr. Zack. The United States. 

Senator Moopy. You don’t limit your purchases to Detroit, do you! 

Mr. Zack. No, sir; I don't. 

Senator Moopy. As a matter of fact, you have obtained metal f 
Detroit outside of the country, have you not? 

Mr. Zack. That is right. 

Senator Moony. Just to give a little picture here of the extensive 
ness of your operations, could you give us some ex: umples of various 
large deals you’ve made overseas in metals? 

Mr. Zack. Well, we bought—we used to have an office in Tokyo. 

Senator Moopy. Tokyo? 

Mr. Zack. We brought in a lot of metal from Tokyo, and a lot of 
metal from Europe. We have an office in Paris. We bring in metals 
from all over the world. 

Senator Moopy. Into the United States? 
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Mr. Zack. Into the United States, that is right. A lot comes to 
Detroit and a lot goes to other places. 

Senator Moopy. Are you importing metals now from all over the 
world ¢ 

Mr. Zack. No, because the world market is higher than the United 
States. 

Senator Moony. The scarcity of the United States has accentuated 
abroad: is that right ? 

Mr. Zack. I think so. 

Senator Moopy. Have you had any recent examples of that? 

Mr. Zack. Well, there isn’t any metals in the foreign countries that 
we can bring in here. 

Senator Moopy. There was one deal in copper, where you went 
abroad to buy some copper for a Detroit company; wasn’t there ? 

Mr. Zack. Yes, sir. 

Senator Moopy. That was diverted by higher prices. Will you tell 
us about that deal ? 

Mr. Zack. Well, that was a deal that we were to buy wheat in 
Canada and trade it to Japan for copper, and bring it back in here. 
We had the O. K. from the board of governors in Canada to take the 
wheat out of Canada, to ship it to Japan, and the copper was to come 
back to the United States. 

Senator Moopy. I see. Did you get that copper? 

Mr. Zack. No, we did not. Somebody came in and paid them a 
higher price for the copper, and we lost out on the deal. 

Senator Moopy. Who was it that paid the higher price / 

Mr. Zack. I don’t know. 

Senator Moopy. You also lost a shipment of copper to the Czechs, 
didn’t you, fairly recently ¢ 

Mr. Zack. We bought 3,000 tons of copper in Europe, and I went 
over to see it loaded and pay for it. Then, when I got over there, 
they told me it was sold to somebody else. 

Senator Moony. I see. Was that copper ever loaded and shipped 
toward the United States? 

Mr. Zack. To the United States? 

Senator Moopy. Loaded for the United States? 

Mr. Zack. At the time I was there, it was. I never saw the copper. 
I took a plane and came home. 

Senator Moopy. Where do you get your materials in Detroit, chiefly ? 
Can you tell us some of your sources? You said “industrial plants.” 

Mr. Zack. All the automotive plants, all the fabricating plants. 
We bid with everybody else. 

Senator Moopy. Well, have you been able to get new steel in the 
last vear, from Detroit manufacturers ? 

Mr. Zack. We don't buy new steel, as a rule; not from plants. 

Senator Moovy. Well, what do you buy from plants? 

Mr. Zack. Scrap metals, 

Senator Moopy. Just scrap? 

Mr. Zack. That is right: scrap metals, nonferrous. 

Senator Moopy. Isee. Ordinarily you don’t buy steel from plants? 

Mr. Zack. No, sir. 

Senator Moopy. How much trading do vou do in new steel—steel as 
contrasted with scrap metal? 


Mr. Zack. We don't handle any scrap steel at all. 
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Senator Moopy. 
don’t handle any scrap steel ? 

Mr. Zack. Well, that’s hard to say. 

Senator Moopy. 

Mr. Zack. Oh, I wouldn’t know that, offhand. 

Senator Moopy. Well, now, in March of this yea 


No; I say how much steel do you handle if you 


I couldn’t tell you offhand, 
How much steel have you handled this y 


rar ¢ 


, your invoice No, 


2758, you took over about 3,000,000 pounds of eel from the Kaise: 


Frazer Corp.; did you not? 
Mr. Zack. Three million. 
Senator Moopy. Three million ? 
Mr. Zack. Yes; we did. 
Senator Moony. You did. 
Mr. Zack. We paid 10 cents a pound for it. 
Senator Moony. Ten cents a pound. 
Mr. Zack. Eighteen, eighteen and a half. 
Senator Moopy. 


Mr. Zack. That is right. 


f BARRY STEEL 
CORPORATION 
DETROIT 


380,000 POUNDS 
AT 16.5¢ PER LB 


ZACK METAL COMPANY 


po 
HAROLD S. MAHLER 


AND CO, DETROIT” 
1,610,000 POUNDS 


3,000,000 POUNDS 
COLD ROLLED 

COIL STEEL FROM 
VARIOUS SOURCES 


KAISER-FRAZER 
CORPORATION 
3,000,000 POUNDS | 
GOST OF STEEL 
TO K-F 
10¢ PER POUN 

| 10¢ PER POUND 


Mahler sold 612,000 pounds 


to Kalden at 18.5¢ per pound 


MW. ZACK 

| METAL COMPANY 
3,000,000 POUNDS 
AT 10¢ PER LB 


ae 


AT 18¢ PER LB 


SIONEY KNOLL 
STEEL CO. INC 
| DETROIT 
790,000 POUNDS 
AT 18¢ PER LB 
a 


| KALDEN SHEET 
STEEL CORP, 


DETROIT 
220,000 POUNDS 
AT 18. 25¢ PER LB 


** Mohier price to Motor 
Meta! —18.5¢ per pound 
Knoll price to Motor 
Meto!— 18.75¢ per pound 





Senator Moopy. 
transaction / 

Mr. Zack. Be glad to. 
they needed some compe r. 

Senator Moopy. S 
Frazer for copper ? 

Mr. Zack. That is right. 

Senator Moony. I see. 


Mr. Zack. They 


That is outside the United States? 
in the United States. 


Senator Moopy. 

Mr. Zack. No; 
producer's price. 

Senator Moopy. 


Mr. Zack. No; that is the copper price. 
Senator Moopy. I mean the copper. 


What did you pay for that? 
What did you sell that for’ 


Eighteen or eighteen and a half cents a pound / 


CANADIAN 
WESTINGHOUSE CO 
HAMILTON, ONTARIO 
CANADA 

380,000 POUNDS 


AT 20.6¢ PER LB 


MOTOR METAL 
MFG CcO.** 
DETROIT 
142,000LBS. AT 18.5¢ 
153,000LBS AT 18 75¢ 


VARIOUS 
PURCHASERS 
AT i2¢ TO 19.25¢ 
PER POUND 


Will vou tell us the circumstances surrounding thiat 
Kaiser-Frazer approached us and said that 


_ the basis of this deal was the need of Kaise1 


needed some copper, and at that time the outside 
market was about 48, 49, 50 cents a pound for the copper. 


The outside market: 


The gray-market or black-market price 
United States; correct ? 
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Mr. Zack. That is right. 

Senator Moopy. Up to 50 cents a pound 4 

Mr. Zack. That is right. 

Senator Ferauson. What was the other price ¢ 

Mr. Zack. Twenty-four and one-half. 

Senator Frravson. Twenty-four and one-half? 

aa Zack. And they suggested that they wanted to buy the copper 

241% and they would give us steel to make up the difference of what 
we would have to lose by going out on the open market and buying 
the copper for them. 

Senator Moony. I see. 

Mr. Zack. And we figured out that the 3,000,000 pounds would 
take care of our loss and give us a profit on the 500,000 pounds of 
copper that they wanted. 

Senator Moopy. So, what vou did was to buy copper at L price 
approaching 50 cents a pound and sell it to Kaiser-Frazer for 2414 

| pound, thereby absorbing a loss of how much? 

Mr. Zack. I think the loss was—in round figures—about $125,000. 

Senator Moopy. $125,000. Our records indicate that it was $104,- 
955.20; is that correct ? 

Mr. Zack. Probably right. 

Senator Moopy. And having absorbed that loss, you then took the 
steel they gave you for 10 cents a pound and the reason you were 
willing to absorb that loss and give them the copper at that price was 
that you knew that you could sell the steel for higher prices, is:that 
correct ¢ 

Mr. Zack. We knew that we could sell the steel and make up the 
loss and maybe make a profit if the market stayed good. 

Senator Moony. Did vou make a profit on that transaction ? 

Mr. Zack. Yes: we did. 

Senator Moony. How much did vou sell the steel for? 

Mr. Zack. We sold it for 18, 1814, 181, 

Senator Moopy. How much was your ‘profit in that over-all trans- 
ction ¢ 

Mr. Zack. I think we made $125,000 or $150,000. 

Senator Moony. Well, the records again show that you made 
$163,010. So that because of the fact that the gray market prices in 
steel were higher than the mill prices in steel, you were able to turn 
that deal over and make a profit for yourself and at the same time, 
vet the copper for Kaiser-Frazer at the sti andard price rates, rather 

han the gray market price, is that the idea 

Mr. Zack. That is right. 

Senator Moony. I see. Now, have you bought any other steel this 
Ve ar ¢ . ; 

Mr. Zack. Have we bought any other steel; yes, we have. 

Senator Moopy. Where have you bought it ?— 

Mr. Zack. Well, we’ve bought from some dealers. 

Senator Moopy. Can you give us the names of some of the dealers 
vou bought the steel from ? 

Mr. Zack. Well, we bought some from Arlington Steel Corp. 

Senator Moony. Is that a Detroit firm ? 

Mr. Zack. No: Cleveland. 

Senator Moopy. That is a Cleveland firm. How much did you buy 
it for from them ? 
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Mr. Zack. I don’t know offhand. We bought some from them and 
we bought some from Dimpex. 

Senator Moopy. How do you spell that ? 

Mr. Zack. D-i-m-p-e-x. 

on Moopy. Where is that company ? 

Mr. Zack. That is a Cleveland and Detroit company. 

Senator Moopy. Cleveland and Detroit ? 

Mr. Zack. We bought some from a lot of the brokers. I just can’t 
think of their names right now. 

Senator Moony. Let’s try to think of a couple more. 

Mr. Zack. All right. We may have bought some from United 
Steel Sales. 

Senator Moopy. United Steel Sales. 

Voice. You are not sure of that ? 

Mr. Zack. No; I am not sure. Just mentioned some we may have 
bought some from. 

Senator Moopy. Don’t do that. Mention some you have bought 
from, not that you may have brought from. 

Mr. Zack. I can’t tell you that, as I told you before—we don’t handle 
too much 

Senator Moopy. Well, have vou gotten any steel from other indus 
trial plants, other than the K. F. ¢ 

Mr. Zack. On a trade deal; no. 

Senator Moopy. On a straight purchase / 

Mr. Zack. On a straight purchase, offhand, I'd say “No.” 

Senator Moopy. Are you sure of that / 

Mr. Zack. I’m almost positive. 

Senator Moopy. To whom have you sold steel in the Detroit area/ 

Mr. Zack. Sold steel to all brokers in the Detroit area—not all of 
them—most of them, we do business with. 

Senator Moopy. How much have you paid for the ‘steel this year’ 
What is the least you’ve been able to buy the steel for and what is the 
top price that you paid for steel? What has the price range been’ 

Mr. Zack. I'd say we bought, this vear, from 5 cents to maybe 10 
or 12 cents. 

Senator Moopy. So you pay from 5 to 10 or 12 cents for steel vou 
bought ? 

Mr. Zack. That is right. 

Senator Moopy. Can you give us an estimate of the amount of stee! 
you bought? You had 3,000,000 pounds in this one deal. How much 
have you bought altogether? 

Mr. Zack. In steel, I don’t think there would be another 3 million, 
because that is not our primary business. 

Senator Moopy. I see. And what have the prices that you have 
sold steel at, how much are you selling steel for? 

Mr. Zack. Well the steel that we usually sell, we make 20, 25, 15, 
or 10 dollars a ton. But on this steel that you are talking about, that 
was an except ion. 

Senator Moopy. That was an exceptional deal? 

Mr. Zack. That is right. 

Senator Moony. I see. As a matter of fact, you had to get a big 
price for that, in order to cover your loss on the copper, didn’t you! 


Mr. Zacx. That is true. 
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Senator Moopy. Do you usually make as much of a spread between 
10 and 181% cents a pound ¢ 

Mr. Zack. No. 

Senator Moopy. What is the chief metal that you deal in, besides 
steel ? 

Mr. Zack. Copper. 

Senator Moony. Copper. How much copper have you bought this 
year é 
” Mr. Zack. Well, I can tell you what we handled last year. I can’t 
tell you this year. 

Senator Moopy. Last year? How much did you handle last year? 

Mr. Zack. I think we handled about—I think it was pretty close to 
50.000 000 pounds. 

Senator Moopy. Fifty million pounds? 

Mr. Zack. Nonferrous metals. 

Senator Moopy. Nonferrous metals, chiefly copper 

Mr. Zack. Well, ves, copper and lead and zine. 

Senator Moopy. Copper, lead, and zinc ¢ 

Mr. Zack. And aluminum. 

Senator Moopy. Andaluminum. Which isthe principal commodity 
that you handle, copper / 

Mr. Zack. Basically copper. 

Senator Moopy. Basic ally copper. As a matter ot fact copper is a 
cood deal tighter now than ‘steel, isn’t it ? 

Mr. Zack. Well, 1 would say so. 

Senator Moopy. Has your cre soe in nonferrous metals been as 
big in any year as last year, or is it larger this year? 

Mr. Zack. It is about ie same, a little larger every vear. We ex 
pand more and more. 

Senator Moopy. This year, you expect to have handled at least 
50,000,000 pounds of nonferrous metals? 

Mr. Zack. I hope so. 

Senator Moopy. How much have you been paying for copper / 

Mr. Zack. How much have we been paying for copper ? 

Senator Moopy. Yes? 

Mr. Zack. We buy it by the ceiling prices, we abide by the ceiling 
prices that the OPS has out. 

Se ‘nator Moopy. And you also abide by the sales price, clo you 

Mr. Zack. Yes. 

Senator Moopy. What is vour spread ¢ 

Mr. Zack. Well, they give the broke rs about S10. a ton spre ad on mill 
material, Brass mill material. On copper for the refineries, what- 
ever you can buy it for. You know what the ceiling price is and you 
try to buy it as cheap as you possibly can. 

Senator Moopy. I see. What is the ce ‘ling price now for copper? 

Mr. Zack. Brass mill copper—it is 23 cents. 

Senator Moopy. Twenty-three cents, Is this the same sort of 
copper you traded to K. F. for the steel / 

Mr. Zack. I am talking about scrap copper. 

Senator Moopy. Talking about scrap copper ¢ 

Mr. Zack. That is right. 

Senator Moopy. How much of the type of copper that you have 
obtained for K. F. have you handled this year ¢ 





266 STEEL GRAY MARKET 


Mr. Zack. The same kind of copper we sold to K. F.? 

Senator Moony. Yes. 

Mr. Zack. Oh, I would say probably a couple million pounds. 

Senator Moopy. Couple of million pounds. How much was 
volved in that deal, in the K. F. deal ? 

Mr. Zack. Five hundred thousand. 

Senator Moopy. So, that was 500 thousand and you have dealt 
about 2 million pounds of 

Mr. Zack. Including that. I think it will be pretty close to that 

Senator Moopy. How much have you paid for that copper, usual] 

Mr. Zack. It all depends on what the market is. 

Senator Moopy. I see. 

Mr. Zack. A lot of times we buy it under the published price a: 
sell it under the published price. 

Senator Moopy. When you say the published price, you mean t}\ 
OPS price? 

Mr. Zack. No; the producer's price, the people that make the coppe 

Senator Moopy. What is the producer’s price now 4 

Mr. Zack. Twenty-four and a half cents. 

Senator Moopy. Twenty-four and a half cents for new copper / 

Mr. Zack. That is right. 

Senator Moopy. I thought—that’s what I understood you to sw 
before, I thought you said that was scrap? 

Mr. Zack. Twenty-three cents is scrap. 

Senator Moony. But you said you had to pay nearly 50 cents fo 
this copper that you got for Kaiser-Frazer. 

Mr. Zack. That is right. 

Senator Moopy. Why was that? 

Mr. Zack. Because this was specified shapes, virgin copper. It 
cake and that’s what they charged us for it. 

Senator Moopy. I see. You say you’ve bought about four times 
much copper as that, of new copper this year ? 

Mr. Zack. Probably. 

Senator Moopy. Has it all been of approximately the same price / 

Mr. Zack. No; I'd say it was all the way from 241% up to 50 cents a 
pound. 

Senator Moopy. So you paid at various times during this veu 
depending on the market, you paid from 2414 to 50 cents a pound / 

Mr. Zack. I don’t think we have paid 24 this year. I think th 
cheapest we got was about 36 this year. 

Senator Moopy. So the range range has been from 36? 

Mr. Zack. To about 50 cents a pound. 

Senator Moony. Isee. Now, isn’t that subject to an OPS ceiling! 

Mr. Zack. Sure. 

Senator Moopy. That is? What has the selling price been? I 
talking about mill— 

Mr. Zack. Talking about scrap or new copper ? 

Senator Moony. New copper. 

Mr. Zack. There is no ceiling price on new copper. 

Senator Moony. No ceiling price on new copper? 

Mr. Zack. That is right. 

Senator Moony. You paid from 36 to 50 cents a pound for 
copper this year? 
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Mr. Zack. That isright. Well, your own individual ceiling—that’s 
the only ceiling you have to abide by now. 

Senator Moopy. I understand. ‘What is your individual ceiling, 
based on your 

Mr. Zack. I think our ceiling is approximately 50 cents. 

Senator Moopy. Approximately 50 cents? 

Mr. Zack. Yes. 

Senator Moopy. What are your sources of new copper, Mr. Zack ? 

Mr. Zack. Producers and people that have had conversion deals 
with them. We have new copper. We send in scrap to a producer 
and he will work it on a toll basis for us and we will get back electro- 
lytic coppe rs 

Senator Moopy. I see. You have to have Government orders ? 

Mr. Zack. You do now, but you didn’t before. 

Senator Moopy. I see. Have you sold any copper at all without 
tickets during the period when you should have had the m ¢ 

Mr. Zack. No, sir; we don’t sell any copper without tickets, if you 
are supposed to have tickets. 

Senator Moopy. But, before CMP was put into effect, you were 
trading in new copper and you bought it from 36 to 50 cents. Now, 
what was your range of sales price on that ? 

Mr. Zack. Well, usu: uly on the virgin metals, we make more than 
S10, $20 a ton on them, on a 35-cent item. 

Senator Moopy. All right. You have as a matter of fact extensive 
deals in a number of different commodities; don’t you, Mr. Zack? 

Mr. Zack. Yes; we do. 

Senator Moopy. You dealt at various times in surplus Government 
property, for example ¢ 

Mr. Zack. Yes; we have. 

Senator Moopy. Can you give us some examples of deals in sur- 
plus Government property 4 

Mr. Zack. Sure. We bought a lot of aluminum from War Assets. 

Senator Moopy. You bought a lot of aluminum from War Assets? 

Mr. Zack. That’s right. 

Senator Moopy. How much did you pay for that ? 

Mr. Zack. I was in the Army at that time. I don’t know what the 
old man paid for it. 

Senator Moopy. Do you know what he sold it for? 

Mr. Zack. No; I don’t know what he sold it for either. 

Senator Moopy. You just know he bought a lot of aluminum? 

Mr. Zack. That’s right. When I came back he had a warehouse 
full of it. 

Senator Moopy. A warehouse full of aluminum from the Govern- 
ment ¢ 

Mr. Zack. That’s right. 

Senator Moopy. Did I understand you lost or made money on that? 

Mr. Zack. I think we lost some money on it. , 

Senator Moopy. You lost some money ; did you? 

Mr. Zack. Sure. 

Senator Moopy. You mean the Government sold you something and 
you sold it for less ? 

Mr. Zack. That happens quite often with us. 

Senator Moopy. Is that so? You had an extensive commenet with 
the Government regarding metal fasteners, did you not ? 
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Mr. Zack. Yes; we did. Not the Zack Metal Co. Zack Metal Co. 
didn’t have anything to do with that. 

Senator Moopy. Well, was your father connected with the Palmer 
Bolt Co. ? ; 

Mr. Zack. The Palmer Bolt Co. had a contract with the Govern- 
ment. 

Senator Moopy. The Palmer Bolt Co. had a contract with the Gov- 
ernment ? 

Mr. Zack. My father was one of the stockholders. 

Senator Moopy. Your father was one of the stockholders, and you 
were one of the stockholders ? , 

Mr. Zack. That’s right. 

Senator Moopy. Can you tell us about that deal ? 

Mr. Zack. I don’t know too much about that deal. I was in the 
Army when they made the deal. When I got out I saw that they 
had a contract with the Government with my father and we went 
about our business and shipped all we bought from the Government. 

Senator Moopy. I see. How much did you pay the Government 
for that? 

Mr. Zack. I think it was twenty-two fifty a ton. 

Senator Moopy. ‘Twenty-two fifty a ton ? 

Mr. Zack. I think so. 

Senator Moopy. That was for fabricated nuts and bolts; right? 

Mr. Zack. That was for fasteners that we made the order from. 

Senator Moony. I see. How much did you sell it for? 

Mr. Zack. I think we sold some of it for $50 a ton, and I personally 
sold some for $9 a ton. 

Senator Moopy. Nine dollars? 


Mr. Zack. That’s right. 
Senator Moopy. You paid twenty-two and a half and you sold 


it-———- 

Mr. Zack. We sold some of it for—well, I wouldn’t say most of it, 
we sold a lot of it for fifty, and I sold a lot of it for nine. 

Senator Moony. Why did you sell it, for $9 a ton 4 

Mr. Zack. Why? 

Senator Moopy. Why did you sell it for $9 a ton ¢ 

Mr. Zack. I couldn’t get any money for it and I had to move. 

Senator Moopy. That was the last of it ? 

Mr. Zack. No; that was in the beginning. I sold it to the steel 
mills in California. 

Senator Moony. You sold it to steel mills in California as scrap! 

Mr. Zack. As scrap. 

Senator Moopy. I see, and that was in the beginning of the deal / 

Mr. Zack. I was out in California for a year. It was all during 
that deal. 

Senator Moopy. I see. Where were the fasteners physically 
where was the material ? 

Mr. Zack. In Government warehouses, Army bases, Navy bases. 

Senator Moony. All over the country / 

Mr. Zack. All over the United States. 

Senator Moopy. Do you remember how many tons of fasteners ‘you 
bought ¢ 


Mr. Zack. About 100,000. 
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Senator Moopy. One hundred thousand tons? 

Mr. Zack. That’s right. 

Senator Moopy. So you bought 100,000 tons of metal fasteners at 
twenty-two and a half a ton# 

Mr. Zack. That’s right. 

Senator Moopy. Can you tell us roughly how many tons were sold 
at a loss ¢ 

Mr. Zack. No; I can't. 

Senator Moopy. Most of the stuff you bought was sold at a profit ? 

Mr. Zack. I imagine so. 

Senator Moopy. Do you know how much you made on that deal ¢ 

Mr. Zack. No: I don’t. 

Senator Moopy. Would you be surprised if the record shows you 
made about 

Mr. Levin. You mean the Palmer Co. / 

Senator Moony. Yes: about $3 million ? 

Mr. Zack. No: I] wouldn’t be surprised. I knew it was something 
around that figure. 

Senator Moopy. Does that roughly approximate your recollection ? 

Mr. Zack. Yes: that is what I heard him say. 

Senator Moopy. That is about right ’ 

Mr. Zack. I was just a small cog in the company. 

Senator Moopy. You were just a small cog in the company. That 
was a 200-percent profit, wasn’t it ? 

Mr. Zack. No; I don’t know if it was or not. If it figures that way 
it probably was. 

Senator Moopy. You don't know? I see. 

Senator Frrevson. Who did you make the deal with at Kaiser- 
Frazer ¢ 

Mr. Zick. Who did we make it with ? 

Senator Ferauson. Yes. 

Mr. Zack. I think we made it with Mr. Warren Huff. 

Senator Frerevson. What kind of steel did you get at Kaiser 
Frazer ¢ 

Mr. Zack. We got cold-rolled 18-, 19- or 20-gage coils. 

Senator Ferauson. And when was this? 

Mr. Zack. The beginning of this year. 

Senator Fereuson. About what month? 

Mr. Zack. I think March. 

Senator Frreuson. Well now, Kaiser-Frazer needed steel, didn’t 
they ¢ 

Mr. Zack. I don’t know. 

Senator Frerauson. Can you explain why Kaiser-Frazer didn’t go 
uit and buy this copper, why they would come to you and allow you to 
make a profit of $163,000 4 

Mr. Zack. Well, I will tell vou. 

Senator Frrauson. I would like to get the mental thinking of this 
nan. 

Mr. Zack. We have been in the metal business for 35 years, we have 
been in this business for 35 vears, and we are well known, and Kaiser 
I'razer came to us knowing that we could get the copper for them. 
Now, by Kaiser-Frazer—this is my thinking—by Kaiser-Frazer 
giving us 10-cents-a- pound steel the vy were vetting r id of a lemon, too, 
because the regular price of steel is 5 to 6 cents a pound, 


iso 
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Senator Frereuson. All right. Kaiser-Frazer had bought steel at 
5 or 6 cents a pound. 

Mr. Zack. This is steel that we got to Kaiser-Frazer, their cost was 
approximately 10 cents a pound, they told us. 

Senator Moony. I think the record should show that the Kaiser- 
Frazer witness yesterday testified that they sold this steel to Mr. Zack 
at cost. 

Senator Fercuson. Yes; but I am trying to get why Kaiser-Frazer, 
when they could go on the market and buy at 50 cents a pound, didn’t 
go into the market and buy at 50 cents a pound. 

Mr. Zack. Well, you will have to ask Kaiser-Frazer that. I don't 
know. 

Senator Ferauson. You don’t know? 

Mr. Zack. No. 

Senator Ferauson. Well, now, did Kaiser-Frazer have a use for this 
kind of steel ? 

Mr. Zack. I don’t know that either. 

Senator Frrauson. It wasn’t junk ? 

Mr. Zack. No. 

Senator Frrcuson. It wasn’t scrap? 

Mr. Zack. No. 

Senator Feracuson. It was new steel? 

Mr. Zack. That’s right. 

Senator Ferevson. Did you explain that you would be able to sell 
this steel and make a profit and thereby make a profit on the whole 
deal through Huff ? 

Mr. Zack. They weren't interested in that. 

Senator Ferguson. They weren’t interested in that? 

Mr. Zack. No. 

Senator Frerauson. Was there merely an exchange in steel ? 

Mr. Zack. They give us the proposition and we saw our way clear 
to do it so we said O. K. 

Senator Frereuson. This was an exchange of steel for copper? 

Mr. Zack. No; it wasn’t. It was a sale to them for copper and a 
sale to us of steel. 

Senator Frerauson. Now, did any of this steel go into war contracts! 

Mr. Zack. I don’t know. We sold the steel to some Detroit brokers. 

Senator Fercuson. Did any of the copper go into war contracts / 

Mr. Zack. I don’t know what Kaiser-Frazer did with the copper. 

Senator Ferauson. Have you any idea? 

Mr. Zack. Yes. I sent the copper to the American Brass, to the 
Revere Copper, to—I think to—yes, just the American Brass ani 
Revere Copper for their account. Now, I don’t know what they did 
with the copper. 

Senator krRGuson. On this steel you made $170 a ton profit if you 
bought it at—— 

Mr. Zack. That’s right. 

Senator Ferauson. At 10 cents. And you sold it at eighteen and 
a half? 

Mr. Zack. That’s right. 

Senator Ferguson. You made $170 a ton profit on this steel / 

Mr. Zack. That’s right. 
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Senator Ferauson. And if it went into the contracts, if it went into 
Government contracts in the making of steel, the taxpayers would have 
to pay that profit of $170 a ton; isn’t that true? 

Mr. Zack. I don’t follow you. 

Senator Ferauson. You don’t follow me? 

Mr. Zack. No. 

Senator Frreuson. Why don’t you follow that? 

Mr. Zack. I don’t understand what you mean. 

Senator Frercuson. If it went into Government contracts, war con- 
tracts—— 

Mr. Zack. Yes. 

Senator Ferauson. The reason I am asking these questions is be- 
cause I sit on the Appropriations Committee and the Military Sub- 
committee, and we find the cost of material to the Government now 
s exorbitant and we have people telling us it is because of the high 
cost of material, en high cost of labor. So if this steel that you 
sold at a profit of $170 a ton went into the making of some of these 
materials, and if the Government was buying from appropriated 
money, that would be a reason for these high prices, wouldn’t it 

Mr. Zack. That’s right. 

Senator Frreuson. Now, do you think that $170 a ton is a fair and 
reasonable profit ? 

Mr. Zack. I think so. 

Senator Frrauson. On steel ? 

Mr. Zack. I think so, according to the rest. 

Senator Frreuson. You think that $163,000 is a fair profit ? 

Mr. Zack. I think so, on the merits of the deal. 

Senator Ferguson. When this country is at war and preparing for 
war you think that $170 a ton is a reasonable profit for a broker ¢ 

Mr. Zack. We didn’t act as a broker. 

Senator Fercuson. What did you act as if you didn’t act as a 
broker ? 

Mr. Zack. We got material we made two sales for. If the market 
hadn’t been high we probably wouldn’t have gone into that deal with 
Kaiser-Frazer. We couldn't see our way clear to get back the money 

e lost on the copper plus a profit. : 

Senator Frrcuson. But notwithstanding the loss, you make this 
profit on the steel itself—the price of this steel went up because going 
through your hands, it was $170 a ton. That is correct; isn’t it? 

Mr. Zack. That’s right; sure. 

Senator Ferguson. And you say now to the people that that is a 
fair and reasonable profit ¢ 

Mr. Zack. According to the whole deal, according to the deal as a 
whole I think it is a fair profit. 

Senator Frrauson. Yes. Now, this deal with the Palmer Bolt, 
isn't it true that Congress tried to get the Government to cancel that 
deal because it was unreasonable and unfair? 

Mr. Zack. Well, I think the Palmer Bolt & Nut Co. appeared before 
one of the committees and were given a clean bill of health. 

Senator Frrauson. What do you mean, a clear bill of health ? 

Mr. Zack. I mean they were given a clear bill of health by reason 
that the Government fulfilled their contract. 

Senator Ferguson. Yes, but isn’t it true that Congress felt that that 
contract should have been canceled, that it was unreasonable and un- 
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fair to sell these new nuts and bolts—some of them were even silver, 
weren't they ¢ 

Mr. Zack. We never got any precious metals. 

Senator Frrauson. Now, isn’t it true that among these nuts and 
bolts that you bought for $22.50 a ton, some of them were even silver / 
I happen to know ‘something about that. 

Mr. Zack. Some of them were silver? I have never seen any. 
understand that they were. 

Senator Ferguson. It is true then you made a profit of around 200 
perce e or $3 million on that deal ¢ 

Mr. Zack. That is true. 

Senator Ferguson. Now, do you think that was a fair and reason- 
able profit ¢ 

Mr. Zack. Yes, I do. 

Senator Ferauson. Two hundred percent mark-up is a fair profit / 

Mr. Zack. I certainly do. That deal was kicking around for 2 
years and nobody wanted it. Anybody could have had it at $17 a ton, 
I understand, and we went in and paid $5 a ton more than anybody 
else offered, and they were glad to get rid of it. 

Senator Frerauson. Much of this material, if not all, was new in 
the Palmer deal, was it not ? 

Mr. Zack. Id say most of it was new. 

Senator FerGuson. Most of it was new ? 

Mr. Zack. That’s right, and I loaded one car myself, only had three 
bolts on it. That is how big the bolts were. That is the material I got 
S9 a ton for. 

Senator Ferguson. That was a small amount—— 

Senator Moopy. You mean the bolts were so big you got three on 
a single car ¢ 

Mr. Zack. That’s right. They are a pier bolt; we got some material 
from the Civil War, too, by the way. 

Senator Moopy. From the Civil War? 

Senator Frereuson. I can explain the Civil War. We made an in 
vestigation of the warehousing of material, and we discovered that 
they were warehousing nuts and bolts and wagon parts of wagons 
from the Civil War. We raised literally so much hell about it that 
they did finally sell it to you people the same as they did with the 
saddles that were stored in Kentucky. You did get some Civil War 
material ¢ 

Mr. Zack. That is my understanding. That is what they told me 

Senator Moopy. That's right. I would like to point out to the Sena- 
tor that I think he has made a very good point on this matter. As 
the result of the gray market and inflation, the price of things has 
increased to the Government. That is one of the basic objectives of 
this entire investigation, and we have found this particular material 
may or may not have been moved into Government contracts. But 
there isn’t any question at all but what some of the material we 
brought out here yesterday and brought out in the Chicago hearing, 
and the Pittsburgh hearing was definitely moved into Government 
contracts. It has been testified before the committee that in order to 
stay in business they had to fulfill their contracts, they had to pay gray- 
market prices for the metal, and that, of course, increased the cost of 
arming the country. 
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Senator Ferguson. But notwithstanding the fact that it goes into 
the Army, there the people, all of them, through the tax money, pay 
the money, pay the exorbitant price, but it inflates the price of every- 
thing that everybody buys, as a consumer 

Senator Moopy. That's right. 

Senator Ferauson. Both ways. 

Senator Moopy. I might point out to the Senator that just yester- 
day after repeated suggestions and urging by this committee the 
OPS issued an order, as I understand it, putting definite dollars-and- 
cents ceiling prices on steel. Now, one of the things which this com- 
mittee has been objecting to is the fact that you get a daisy chain of 
sales such as shown in these charts, and these are just charts picked 
at random. This isn’t just a single case. 

Senator Frreuson. Oh, I know that. 

Senator Moopy. We have showed repeatedly that this is a general 
practice of the market, and vet it has not been an illegal practice, be- 
cause they did not put dollar-and-cent ceiling prices on steel. 

Senator Ferguson. Let me ask the witness: Are you of the opinion 
instead of deals like this now being under the new regulation only 
gray, that it will become a black market ? 

Mr. Zacx. I don’t think so. 

Senator Frerauson. Do you want to say now that there will be no 
violations of those ceiling prices / 

Mr. Zack. Oh, there will always be violations. 

Senator Ferauson. Sure. In other words, they will start now to 
bootleg ¢ 

Mr. Zack. I don’t think so, Senator. 

Senator Ferguson. Well, will there be violations ¢ 

Mr. Zack. It will be to a minimum. 

Senator Frréuson. What about these people who have to buy or 
close their plants down’ They need a certain amount, a particular 
kind of steel. 

Mr. Zack. Well, if they need a certain amount and particular kind 
of steel, the Government will get them the steel. 

Senator Frercuson. But what if they are not doing Government 
work ? 

Mr. Zack. I don’t think anybody can buy steel unless they get an 
okay from the Government. 

Senator Moopy. Let me ask you this. Has the CMP system proved 
a factor which is bringing the market closer together and directing 
the steel into the channels where it should go, particularly into de- 
fense work ¢ 

Mr. Zack. I think so. 

Senator Frercuson. How do you get steel through the CMP? 

Mr. Zack. We don’t get any steel. 

Senator Ferauson. Could this Kaiser-Frazer deal take place under 
the CMP? 

Mr. Zack. I don’t know. We have to check into that more 
thoroughly. I never checked into it. I don’t know whether we could 
work that deal or not. 

Senator Ferguson. You don’t know whether you could work it or 
not! 


Mr. Zacx. I am not sure. 
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Senator Moopy. Mr. Zack, what was the net income of your compan 
in 1950? 
Mr. Levin. Can he tell you that privately rather than in public / 


Glad to give the information to the committee but it is a rather 


private matter. I think yesterday the same question was raised ani 
you gave the courtesy to the witnesses that were testifying at that 
time. 

Senator Moopy. We would like to have it. 

Mr. Levin. Fine. 

Senator Moopy. Mr. Noone? 

Mr. Noone. I would like to direct a question to you, Mr. Zack. ©) 


this Kaiser-Frazer transaction you have spoken about the loss on thie 
copper, but at the same time you argue that you can’t look at the 


profit on the steel alone because the whole transaction is one, is that 
right ¢ 

Mr. Zack. Well, we wouldn’t have made the deal with them. 

Mr. Noone. Therefore, at the time you entered into the contract with 
Kaiser, you had in mind to sell that steel and you had purchasers reac) 
and waiting to buy it at the price ¢ 

Mr. Zack. No, we didn’t have anybody ready or waiting. 

Mr. Noone. Well, your invoice to the Kaiser-Frazer Corp. dated 
March 9, for 1.200 tons—— 

Mr. Zack. Right. 


Mr. Noone. The date is the important thing, March 9. On the 


same date, on March 9, the Barry Steel Corp. sent you an invoice fo. 
100 tons of that steel; as a matter of fact, it was 100 tons of the Kaiser 
Frazer steel that went to the Barry Corp. ? 

Mr. Zack. That’s right. 

Mr. Noone. Isn’t that so? 

Mr. Zack. That’s right. 

Mr. Noone. Therefore you must have started to negotiate with thie 
Barry Steel Corp. some time prior to March 9 or no later than March 9/ 

Mr. Zack. I don’t think so. I think we made the deal with them 
the same day. 

Mr. Noone. You had one customer ready and waiting when you 
placed this with Kaiser-Frazer ? 

Mr. Zack. I didn’t have any customer. We do—— 

Mr. Noone. How do you explain the fact of the coincidence of thi 
dates ¢ 

Mr. Zack. The deal might have been made with Kaiser-Frazer 
week before. The order could have gone out a week after. 

Mr. Noone. But the actual date of the contract is March 9? 

Mr. Zack. Yes. 

Mr. Noonr. And on the same date you closed the contract wit! 
Barry for 100 tons of steel? 

Mr. Zack. It isa phone call. When we were negotiating the Kaise: 
Frazer for let’s say 3 or 4 weeks before they can see their way clear 
to go through with this deal. Now, we wouldn't sell anything that 
we didn’t own, and oe Mr. Huff of Kais ser- Frazer called | 
my dad and said, Zack, the deal is okay.” That is then we 
would start selling the material, when they told us it was okay. 

Mr. Noone. That would be on March 9? 

Mr. Zack. I don’t know exactly. 
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Mr. Noons. When would you make out your invoice to Kaiser- 
Frazer or your purchase order to Kaiser-Frazer ? 

Mr. Zack. Well, the purchase order might be made out that day, 
the next day or 2 or 3 days later. As soon as we get around to it. 

Mr. Noone. You were looking at the whole transaction as a unit, 
the sale of the copper to Kaiser-Frazer and then the resale of the steel 
you bought from Kaiser-Frazer, is that right ? 

" Mr. Zack. Well, you could put it that way. We wouldn’t go into 
the field unless we knew what the outside market was for the steel 
and what the outside market was for the copper. 

Mr. Noonr. From the date you signed éhe contract with Kaiser- 
Frazer, March 9, the date of your purchase order, what was the date 
when you finally disposed of the last of the steel, was it approximately 
6b wee ‘ks later ? 

Mr. Zack. I don’t know. 

Mr Levin. You have that information. Is that the information 
vou have, about 6 weeks ¢ 
~ Mr. Noone. Approximately 6 weeks later. 

Mr. Zack. I think it might have taken a little longer than that, make 

6 months. 

Mr. Noone. In that period, you netted $163,000 on this one trans- 
action, 1s that correct ¢ 

Mr. Zack. That is right. 

Mr. Noonr. That is all I have, Senator. 

Senator Moopy. Can we have those figures / 

Mr. Levin. Oh, yes. You want me to go up to your oflice and give 
them to your secretary or give them to Mr. Noone ? 

Senator Moopy. Give them to Mr. Noone. 

Mr. Levin. 1 will call their auditor, and Mr. Noone will tell 
where [can reach him. I will telephone him. 

Mr. Noone. I will give him my telephone. 

Mr. Zack. Just call my office at any time. 

Senator Moony. In that connection, you don’t have any other busi 
ess except the buying and selling of metals, is that right ? 

Mr. Zack, That’s night. 

Senator Moopy. On this one deal within a period of 2 or 3 weeks 

Mareh you did make a profit of $163,000 2 

Mr. Zack. That’s right, if that 1s what the records show. 

Mr. Noonr. Do you or your father have an interest in any other 
company, a tre ading company dealing in metals or other commodities ? 

Mr. Zack. No, we just have the one company. 

Mr. NOONE. T he one company. All of your operations £0 through 

iat Ohe company £ ¢ 

Mr. Zack. Yes, all of our dealings go through that. 

Senator Moopy. You are excused. 

(Witness excused. ) 

Senator Moony. Charles B. Solomon. Mr. Solomon ? 

Mr. SOLOMON. Yes, sir. 

Senator Moopy. Do you solemly swear the testimony before this 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you God ¢ 

Mr. Sotomon. Yes. 








276 STEEL GRAY MARKET 


TESTIMONY OF CHARLES B. SOLOMON, SECRETARY, BARRY STEEL 
CORP., DETROIT, MICH. 


Senator Moopy. Will you state your name and business, please ‘ 

Mr. Sotomon. Charles B. Solomon, secretary of the Barry Stee! 
Corp. 

Senator Moopvy. That is a Detroit corporation, is it 4 

Mr. Sotomon. Yes, sir; a Michigan corporation. 

Senator Moopy. Is it in Detroit ! 

Mr. Sotomon. Right. 

Senator Moopy. Will you describe the nature of the business of 
your company ¢ 

Mr. Sovromon. We are a steel warehouse. 

Senator Moopy. A steel warehouse ¢ 

Mr. Sotomon. Yes. 

Senator Moopy. I see. Do you have any manufacturing facili- 
ties 

Mr. Sotomon. No, sir. 

Senator Moopy. This is a storage business; is that correct ? 

Mr. Sotomon. Well 

Senator Moopy. And warehousing ? 

Mr. Sotomon. Warehousing; yes. 

Senator Moopy. I see. Do you trade in metals?! 

Mr. Sotomon. No, sir. 

Senator Moopy. You don’t trade in metals ? 

Mr. Soromon. In metals? In stéel. 

Senator Moopy. In steel you do? 

Mr. Sotomon. In steel but not any nonferrous metals. 

Senator Moony. I see. How much steel do you buy and sell during 
the year? 

Mr. Sotomon. Oh, I would say approximately about 10 or 12 thou 
sand tons a year. 

Senator Moopy. Ten or twelve thousand tons a year? 

Mr. Soromon. Yes. 

Senator Moopy. I see. What is the usual mark-up on that steel / 

Mr. Sotomon. Our average mark-up throughout the year woul 
average approximately less than $20 a ton. 

Senator Moopy. Less than $20 a ton? 

Mr. Soromon. Yes; the average mark-up. 

Senator Moopy. What is your annual gross in dollars? 

Mr. Sotromon. I would say about $5,000,000, $4 to $5 million. 

Senator Moopy. About $4 to $5 million. When you buy steel you 
pay the going rates ? 

Mr. Sotomon. Yes, sir. 

Senator Moopy. You ordinarily have a sale arranged before you 
buy steel ¢ 

Mr. Soromon. No, sir. 

Senator Moopy. You ordinarily do not ? 

Mr. Sotomon. We ordinarily do not unless material is so exces- 
sively high that we don’t want to speculate on it. 

Senator Moopy. I see. What prices have you paid then for steel! 

Mr. Sotomon. We have paid as high as—I’d say as high as $380 a 
ton, $370 a ton. 
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Senator Moopy. Three hundred and eighty dollars a ton ¢ 

Mr. Sotomon. Yes. 

Senator Moopy. Have you paid as high as 1814 cents a pound? 

Mr. Sotomon. Yes, sir. That would be 370. 

Senator Moopy. Three hundred and seventy. You bought steel 
from the M. W. Zack Co., did you not? 

Mr. SOLOMON. Yes, sir. 

Senator Moopy. How much of that steel did you buy 4 

Mr. KuaymMan. We have our records with us. 

Mr. Soromon. I would say 150, 190, 210, 235, about 240 tons ap- 
proximately. 

Senator Moopy. I see. Will you tell us the circumstances of the 
purchase of the Zack material 4 

Mr. Sotomon. Well, we were offered this material from the M. W. 
Zack Co., and the material was very much in demand at that particu- 
lar time and— 

Senator Moopy. That would be March of this vear ¢ 

Mr. Sotomon. That was in March: yes, sir: that’s right: but the 

rice was a little excessive for us to specul: ite and buy it outright. 

Therefore we secured a customer for the material before purchasing 
itand then we bought the steel. 

Senator Moony. Lsee. Who was that customer ¢ 

Mr. Sotomon. Canadian Westinghouse. 

Senator Moopy. Canadian Westinghouse in Hamilton, Ontario? 

Mr. Sotomon. Yes. 

Senator Moopy. How much did they pay for that steel ? 

Mr. Sotomon. Some of it $412. Some of it $420, 

Senator Moopy. Now, you p: \id how much for the steel # 

Mr. Sotomon. Three hundred and sev enty dollars. 

Senator Moopy. I see, so that you took the material off the hands of 
the Zack Co. for $570, and you sold it for $412 and $420 a ton; is that 
right ¢ 

Mr. Sotomon. After processing the material. We have some fab 
rication and processing to do on the material which we absorbed the 
cost of, and then we reserved the material to our customer. 

Senator Moopy. I see. How much did that processing cost you’ 

Mr. Sotomon. About 821 a ton. 

Senator Moopy. About S21 a ton? 

Mr. SOLOMON. Yes, sir. 

Senator Moopy. So your profit was roughly $30 a ton: right? 

Mr. Sotromon. Yes, sir. 

Senator Moopy. I see. Have you made any other similar deals this 
year, Mr. Solomon ¢ 

Mr. Soromon. Yes; in the general course of our business buying 
from other dealers, and so forth, we paid the going rate; and, if the 
price is in our estimation not too high, we buy the material, bring 
t into our warehouse, and then we sell it from that point. 

Senator Moopy. I see. This 20.6 a pound, which I believe was the 
iverage price that you got from Canadian Westinghouse, was—— 

Mr. Soromon. Yes, sit 

Senator Moopy. Was that the normal price at that time, or has 
the price been running this vear steadily as high as that, or was that 
in unusual deal ? 
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Mr. Soromon. At that particular time it was the going price. Since 
that time the price has steadily decreased where it isn’t even approxi- 
mate; it is one-third of that right at the present time. 

Senator Moovy. I see. What would the mill price have been on 
that steel ? 

Mr. Sotomon. I would say approximately $100 a ton. 

Senator Moopy. One hundred dollars a ton? 

Mr. Sotomon. Yes, sir. 

Senator Moopy. So that you took $100-a-ton steel, and it moved 
through the hands of Mr. Zack for $370 a ton and moved into the 
hands of the Canadian Westinghouse Co. at $420 a ton with some 
fabricating in your warehouse ¢ 

Mr. Sotomon. Of course, I don’t know what Mr. Zack’s cost was 
on the material. 

Senator Moopy. What was that? 

Mr. Sotomon. I say I don’t know what Mr. Zack’s actual cost was 
on the material. I assume it was much higher than * 100 a ton, but 
the original price of the steel if gotten direct from a continuous mill 
would be $100 a ton. 

Senator Moopy. I see. 

Senator Ferevuson. What did you pay for it? 

Mr. Soromon. Three hundred and seventy dollars a ton. 

Senator Moony. You paid $370 for it? 

Mr. Kiayman. I believe you stated with about $20 processing cost 
to him. 

Senator Moony. Now, this transaction was no violation of OPS, sir, 
was it? 

Mr. Soromon. No, sir. It was sold under our base price. 

Senator Moopy. What is your base price ? 

Mr. Sotomon. Twenty-two cents for this particular commodity. 

Senator Moony. Twenty-two cents? 

Mr. Sotomon. Yes, sir. 

Senator Moopy. Would the thought be true, Mr. Solomon, that on 
reason for existence of such extensive trading in gray markets is the 
fact that the base period which was assigned by OPS, the final period 
before the general ceiling was put on, was a period of very high prices 
in itself? 

Mr. Sotomon. Yes. 

Senator Moony. In December, the 19th to January 25—December 
19. 1950, to January 25, 1951? 

Mr. Soromon. Yes, sir. 

Senator Moopy. So you were selling, had sold steel during that pe- 
riod for 22 cents a pound; right? 

Mr. Soromon. Yes. 

Senator Moopy. Now, your company did have some violations of 
the OPA ceilings during the second war, didn’t you—1946? 

Mr. Soromon. Yes. 

Senator Moony. Wasn’t there a damage; weren’t you asked to pay 
$176.000 damages? 

Mr. Kiayman. That matter was settled. The differences at that 
point were because they were trying to detain us. 

Senator Moopy. Would you give us your name for the record, 
please ? 

Mr. Kiayman. Max Klayman, K-]l-a-y-m-a-n. 
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Mr. Sotomon. Ours was not an overcharge of the violation. Ours 
was What was termed as a technical violation. They were trying to 
determine our position, whether we were a warehouse, and the OPA’s 
position was that we weren’t a warehouse, and we finally settled the 
matter. 

Mr. Kiayman. I would say, rather than litigation, I think we set- 
tled for about 5 percent. 

Senator Moopy. About 5 percent of it? 

Mr. Knayman. Of the total, I beg your pardon, approximately 10 
percent. 
~ Senator Moony. Ten percent ? 

Mr. Sotomon. But there was over the ceiling price no violation of 
the ceiling. 

Mr. Kuayman. I think I was right in the first place. 

Senator Moopy. Does your company ever deal in other commodities 
than steel ? 

Mr. Sotomon. Not that I can recall. We own some real estate. 

Senator Moopy. You own some real estate ¢ 

Mr. Soromon. Yes. 

Senator Moopy. Did you buy any material from the War Assets 
Administration at,the close of the war? 

Mr. Sotomon. Some steel; yes. 

Senator Moopy. Some steel ? 

Mr. Sotomon. Yes. 

Senator Moopy. Do you remember what you paid for that steel ? 

Mr. Soromon. No, sir: I don’t. It was quite a few years ago. 

Senator Moopy. Was it a profitable turn-over ‘ 

Mr. Sotomon. Yes. 

Senator Moopy. Did you buy any tents at the close of the war from 

ie War Assets ? 

Mr. Soromon. Any what, sir? 

Senator Moopy. Tents? 

Mr. Sotomon. Tents? 

Senator Moopy. Yes? 

Mr. Sotomon. No, sir. 

Senator Moopy. Y ou did not? 

Mr. Sotomon. No, si 

Senator Moopy. Did you buy any material from the War Assets 
Material Administration other than steel after the war ? 

Mr. Sotomon. No, sir. 

Senator Moopy. Are you sure of that? 

Mr. Soromon. I am positive. I am never positive. I am 99.9 per- 
cent positive that we bought nothing else outside of steel. 

Senator Moopy. I see. The steel you bought from War Assets was 

new steel, or was it scrap, or what kind of steel was it—surplus parts ¢ 

Mr. Soromon. We bought no parts of any type. We just bought 
steel. Some of it was what they term No. 4 condition, rusty material— 
some of it was usable and some of it was semiusable. 

Senator Ferauson. How could something be semiused ? 

Mr. Soromon. Well, due to the condition of the material at that 
particular time. We would have to reprocess the material and put 
it in a usable condition. 

Senator Moopy. I see. Senator? 
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Senator Fereuson. No questions from me. 

Senator Moopy. Mr. Noone? 

Mr. Noonr. Mr. Solomon, do you recall the circumstances leading 
up to this transaction with Zack Metal? Do you recall the period 
when you were dealing with them before you actually entered into 
a contract to purchase the steel from them ¢ 

Mr. Soromon. No, sir. As a matter of fact, I wasn’t the one that 
purchased the material, and I wasn’t the one that sold the material 
We have a sales manager and salesman who in this particular casi 
did the purchasing and did the selling. 

Senator Moopy. Who was that? 

Mr. Sotomon. The name of the man? 

Senator Moopy. Yes. 

Mr. Sotomon. Mr. Roy Pierson, I believe, did the purchasing 
direct. 

Senator Moopy. Who did the selling ? 

Mr. Soromon. Mr. Avery Tucker, one of our salesmen. 

Mr. Noonr. Would your records show when negotiations for this 
purchase commenced? I believe you actually sent your purchase order 
on March 9. Is there anything in your records to indicate that thes 
negoti: itions started be fore that date? 

Mr. Soromon. Well. yes. Now, here is some material that we bouglit 
from the Zack Metal Co. on January 5. 

Mr. Noone. I don’t believe that is Kaiser-Frazer steel. I am con 
cerned with the Kaiser-Frazer steel. 

Mr. Sotomon. I wouldn’t know which is Kaiser-Frazer steel. 

Mr. Noone. Well, I believe March 14, your invoice is No. 2078 

Mr. Soromon. Their invoice. 

Mr. Noonr. Shows steel sold to Canadian Westinghouse and you 
stated that that was steel that you got from Zack ? 

Mr. Soromon. No, 20783 we bought from Mr. Zack; yes. 

Mr. Noonr. Do you have any notes or any other memorandums sj 
porting the purchase from Zack? 

Mr. Sotomon. No. We have their invoice. 

Mr. Noonr. Anything that will show dates earlier than March 9. 
in other words? 

Mr. Sotomon. No, sir: no. Their invoice No. 20783 is dat 
March 14. 

Mr. Noone. Yes. 

Mr. SOLOMON. And our corresponding invoice to that is also date 
March 

Mr. Noonr. But your purchase order, I believe, was dated prior | 
that. was it not? 

Mr. Soromon. T imagine it would be. IT don’t have a copy of m5 
purchase order with me. 

Mr. Noone. Thank you. 

Senator Moony. Do you know for what the Canadian Westinghouse 
Co. used this steel ? 

Mr. Sotomon. No, sir. Inasmuch as I didn’t sell it. I wouldn 
know what they used it for. 

Senator Moony. Do you know whether it was used on war work ot 
not ¢ 

Mr. Sotomon. I don't know, sir. 
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Senator Moony. Was the steel shipped to Canada ? 

Mr. Sotomon. Yes. 

Senator Moony. Across the river, export? 

Mr. Sotomon. Yes, sir. 

Senator Frerauson. Do you have to have an export license? 

Mr. Sotomon. No, sir; they take care of all that. 

Senator Frereuson. Oh, they do? 

Mr. Soromon. Yes. 

Senator Frrevuson. What would be the price of this steel at the 
mill that you sold to Westinghouse ? 

Mr. Soromon. Approximately $100. 

Senator Frreuson. What is a reasonable profit for a broker in 
steel? What do you consider a reasonable profit 

Mr. Sotomon. Well, that is hard to say. Human nature being what 
it is, they get all they can, all the traflie will bear I guess. 

Senator Fereuson. That is what I want to talk to you about. That 
; what is happening in this country today on two fronts, cost of the 
war and the cost of the inflation—these people doing just what you 
indicated here. “AIl the traffic will bear” is what you consider a 
legitimate profit ? 

Mr. Sotomon No, no, that is not what T said. I said human nature 
being what it is. I can only speak for myself in this particular case 
and as I stated before, our average profit ran through the year and 
approximated $20 a ton, and I wouldn’t care to say what a reasonable 
profit for somebody else might be. 

Senator Frrcuson. Well, do you think a markup so as to increase 
the cost of steel, $170 a ton is reason: ee 

Mr. Soromon. I wouldn't care to say, sir. 

Senator Ferauson. You wouldn’t even care to say so as a citizen? 

Mr. Soromon. I don’t know what the nature of the circumstances 
of the deal. I don’t know what was behind the deal or any of the 
ramifications of it. Therefore, I wouldn’t care to venture an opinion. 

Senator Fereuson. Well, you realize that if the sky is the limit in 
profit, then we are in a poor place here in America as far as ever 
building our defense, isn’t mae at true? 

Mr. Sotomon. I would say SO, ves. 

Senator Ferevson. Don’t you think that when we are fighting a war 

Korea, that if it isn’t patriotism it ought to be something else, a 
nan’s conscience that would not permit him to charge an unreason- 
ible profit to increase the cost of that war or as the case might be here 
ne ‘re aman wouldn’t pay the exorbitant price the *y wouldn’t make 

‘material for the boys at the front ? 

M r. Soromon. I would say that certainly, that definite price ceilings 
we the most effective way of curbing any sky-high prices. 

Senator Fereuson. But don’t you think that men’s conscience ought 
to help along the line? 

Mr. Soromon. Yes: I do. 

Senator Fercuson. You think in this type of a case from what you 
have heard here in this courtroom that this has been reasonable as 
far as people of this country are concerned ¢ 

Mr. Soromon. We hap: 

Senator Frreuson. To take steel that was worth about $5 a ton 
before it got to Kaiser-Frazer or $10 a ton, and we find that when 
t gets to the man who finally uses the material, it gets up to, instead 
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of 5 cents a pound, up to 2014 cents a pound, 20.6. Don’t you think 
that that is really robbery ? 

Mr. Sotomon. Yes, 1 do, if the original cost of the material was $1(\ 
a ton and the ultimate and the direct selling price from $100 a to 
through any one party was $400 a ton. 

Senator Fereuson. No; I don’t care where it transfers. What i: 
wrong is that it goes through 10 people. Why should it go through 
people? Why should Kaiser-Frazer have to go out and ‘get someb 
to buy his copper when he knows that it is going to cost more than 
cents a pound and he goes and has to hi ve—I say is compelled to get 
somebody to buy because they get these channels so clogged up that 
nobody can get in there and buy legitimately, and I use the word ad 
visedly when I say legitimate. 

He couldn’t buy the copper, so he has to give somebody $186.0 
profit to be able to get the copper so he can go ahead and mak: 
something for the consumer. Isn't it all wrong? 

Mr. Sotomon. Yes; I would say so. 

Senator Frrevuson. Doesn't it really verge on treason while | 
country is at war that these enormous profits 

Mr. Sotomon. I wouldn’t care to answer a question like that. 

Senator Fercuson. What do you think about it as a citizen ¢ 

Mr. Sotomon. I don’t think it verges on treason ; no, sir. 

Senator Ferauson. To tie a country up where it can’t manufacture, 
where men are thrown out of work, where they have the taxpavers 
paying enormous prices for material to defend this Nation. This 
Nation is at war—you know that ? 

Mr. Soromon. Yes; I am fully aware of that. Well, I think thar 
the circumstances of this particular deal, while I am not too familia: 
with it, was made in the nature of business and no thought was giv: 
to the particular—— 

Senator Fereuson. That is the problem. No thought is given to 
the consequence. It is this kind of deals that compels the Gover 
ment to put price fixing on and to tie everything up with regulations 
Just recently I made a survey in this State of head executives and it is 
costing about 50 percent of their time—these men who ought to be pr 
ducing are spending 50 percent of their time trying to get mate! 
and some are working down in Washington. Look what that is cost 
this Nation in effort. 

Mr. Sotomon. Yes; I agree with you there. 

Senator Moopy. Well, Senator, I would like to point out to you that 
if we could count on people generally to exercise the self-discij 
which you have very well indicated ought to be exercised, we Sates 
have to have these conferences. One reason we have to have them 
because the prices in this case are bid right up and if you look at | 
profits that are being exhibited by not just this one deal where 
Detroit manufacturer was trying to get some copper to operate 
plant, but by deals all over the country, and this is the fourth city th 
we have had hearings on and the pattern is the same everywhere. |' 
is the same in Chicago. There is an extensive black market or gra) 
market in this situation, and of course what I say is about the facts 
It is the wrong thing to do in the time of war. That is the reas! 
for these hearings. That is what we are trying to bring out. 

Senator Frercuson. I want to get this man’s thinking on it. 
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Mr. Sotomon. Well, my thinking as expressed before is that I don’t 
think that it was a treasonable action. 

Senator Ferauson. I say verging on treason ? 

Mr. Sotomon. Well, I can’t agree with you, sir. 

Senator Ferguson. Because whatever gives aid and comfort to an 
enemy in the time of war is really in effect treasonable. There isn’t 
any doubt that is the definition. 

Mr. Sotomon. Well, looking at it from a business point of view 
the steel passing through four or five or six hands is what is causing 
the material to rise in price. 

Senator Frreuson, That is what I wanted to get at. Why does it 
have to pass through all these hands with these enormous profits ¢ 

Mr, Sotomon. For the simple reason—— 

Senator Ferguson. Because it was short, isn’t that the reason / 

Mr. Sotomon. That's right. 

Senator Fercuson. And these people have it sewed up so that other 
people can’t buy it. They have to come to you people to get it. You 
can charge them almost any price, isn’t that true, because they may 
have to close their factory down and throw thousands of men out, 
lose thousands of dollars of profit ; isn’t that a fact ¢ 

Mr. Sotomon. Yes. 

Senator Fereuson. You are the only man who can get the material 
and therefore they have to pay you whatever price you hold out ¢ 

Senator Moopy. He is not the only man—there are a lot of people. 

Senator FerGuson. I mean in this particular channel. 

Mr. KitaymMan. There is one peculiar aspect of this entire investi- 
gation which hasn’t been gone into. You have taken a $420 trans- 
wtion. I venture to say today there is a certain sudden spiral of 
prices. I wanted to finish my statement. With all the witnesses you 
had yesterday and today I venture you can get 100,000 tons of steel 
for a third of the price it was charged. 

Senator Moopy. May I point out to you, sir, that I believe one 
reason that you can get so much steel today is the fact that steel that 
has been held and has been speculated in in the manner that we have 
been bringing out in these hearings—has come on the market quite 
suddenly because of the fact that it has become known in the trade 
that this dollar-and-ce nt ceiling situation was going to come about. 
Now, Senator Ferguson’s views on the desirability of self-discipline 
re excellent and I agree with that, Senator, that they are entirely 
right. 

Mr. Kinayman. I agree with that. 

Senator Moopy. But the fact is that the operations of this particular 
ection of the business community have indicated that the self-disici- 

ne does not exist, and therefore the only way to stop the t: axpayers 
from having to pay in case of military contracts, these unjust prices, 
ind the only way to prevent an inflation that could actually ruin our 
economy is to have the Government step in and do it, and if the self- 
discipline were present, there wouldn’t have to be controls. 

Senator Frrauson. You are objecting to taking a little case and 
the public ought to understand that. The only way you can demon 
str ie a pattern is to take a particular case and follow it through and 
| you find the case where the profit is as enormous as it is here, it 
demonstrates what is going on at least in the field. Now, the reason 
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I am shocked by this, and I am frankly shocked by it—is because I sit 
on the Appropri: itions Committee and I hear all the military men say 
what the costs of various different things are. The cost of a tank has 
gone from about $30,000 to $275, 000—and it is things like that that are 
putting it up to that enormous price, The cost of preparedness js 
vetting so enormous, $56 or $57 billion this year, and an anticipated 
cost of $85 billions next year and that is what it putting it up. People 
have to go to certain people to buy this material. They have to pay 
any price for it, and that is why I am saying what I am here because, 
{ think the people have got to understand that a committee like this 
has to take a small case. Yes; this is only 1,500 tons of steel, this 
one item. People say, “Well, that isn't anything compared to the 
whole,” but it shows a pattern of what’s going on, and we know that 
that pattern is carried through because legitimate firms here are com- 
pelled to go and pay these enormous prices for this material. 

Senator Moopy. Senator, I am delighted for your support. You 
stated very eloquently the very reason I have instituted this investi 
gation. 

Senator Frrcuson. I am all with you on it. 

Mr. Sotomon. I think your CMP regulations have been your most 
effective curb on high prices. 

Senator Moopy. CMP regulations? 

Mr. Sotomon. Yes; has been the single most effective curb against 
or the direct cause of the downward trend of the prices. 

Senator Moopy. Well, the reason they are effective is because if now 
you ship steel without a CMP ticket you are violating the law; is that 
correct ¢ 

Mr. Sotomon. Yes. 

Senator Moopy. And if steel is sold, and the way it has been sold 
through all these chains that we have brought out here and in Pitts 
burgh and in Chicago at these prices, if you have dollar-and-cent 
ceiling prices, it is going to be a violation of the law 4 

Mr. Sotomon. Yes, sir. 

Senator Moopy. And as I said a few moments ago, it seems to me 
that the fact that as a result, perhaps partly of the urging of this com- 
mittee, now that the dollar-and-cent ceiling prices are on, if anybody 
continues to do this, they are going to be in violation of the law and 
will be dealth with accordingly ? 

Mr. Sotomon. That’s right. 

Senator Moopy. I am not speaking particularly of your part in this. 

am speaking now of the over-all picture which has been exhibited 

these hearings. 

Mr. Sotomon. Yes, si 

Senator Moopy. Do you maintain a schedule of OPS ceiling prices! 

Mr. Sotomon. Yes, sir. 

Senator Moopy. You do? 

Mr. Sotomon. Yes, sir. 

Senator Moopy. What is your ceiling; you say $22? 

Mr. Soromon. $22 per hundredweight on this particular. 

Senator Moopy. All right; thank you. 

Senator Frrauson. Your price is $22. What is it at the mill? 

Mr. Sotomon. The price of this steel at the mill ? 

Senator Frrauson. Yes? 

Mr. Sotomon. Five dollars. 
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Senator Ferauson. Five dollars? 

Mr. Sotomon. Yes, sir. 

Senator Frercuson. You think that is a reasonable profit—from 5 to 
99? 

Mr. Soromon. We don’t buy it from the mill. 

Senator Ferauson. That is just the point. You can’t buy it at the 
mill. 

Mr. Soromon. No. 

Senator Frrauson. How many hands does it pass through before 
you get it ? 
' Mr. Soromon. I have no idea; maybe seven, eight hands. Our 
average profit—our average profit is less than $20 per ton. 

Senator Frercuson. That is about 1 cent a pound / 

Mr. Sotomon. That’s right, sir. 

Senator Frrauson. But what is your top profit? What is the high- 
est that you have made on steel in any one sale / 

Mr. Sotomon. Any one sale ? 

Senator Ferauson. Yes? 

Mr. Soromon. I would say about S60 per ton. 

Senator Frravson. About $60? 

Mr. Sotomon. Which would represent about 15 to 20 percent profit 
over cost. 

Senator Frerevson. That is 15 or 20 percent profit over cost? 

Mr. Soromon. Yes; gross profit; yes, sir. 

Senator Moopy. Thank you. The witness is excused. 

(Witness excused. ) 

Senator Moony. Mr. Harold S. Mahler. 

Mr. Mahler, do vou solemnly swear the testimony before this com- 


mittee will be the truth, the whole truth, and nothing but the truth, 
SO help you God ? 
Mr. Manter. I do. 


TESTIMONY OF HAROLD S. MAHLER, HAROLD S. MAHLER CO., 
DETROIT, MICH. 


Senator Moopy. Will you please state your name and business, Mr. 
Mahler ?¢ 

Mr. Manner. Harold S. Mahler, Harold S. Mahler Co. 

Senator Moopy. What is the nature of that business? 

Mr. Marner. Steel dealers. 

Senator Moopy. Steel dealers / 

Mr. Manurr. Yes, sir. 

Senator Moopy. Do you have a warehouse ‘ 

Mr. Manuer. I had prior to 2 years ago. I have since disposed 
of it. Tam contemplating another one at this time. 

Senator Moopy. You don’t have a warehouse at this time? 

Mr. Marrurr. No, sir. 

Senator Moopy. Did you have a warehouse as of last March? 

Mr. Manuer. No, sir. 

Senator Moopy. You did not? 

Mr. Marner. No, sir. 

Senator Moony. You have been in the courtroom this morning and 

ive heard the testimony; have you? 

Mr. Manurr. Yes, sir. 


12785—H2- 19 
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Senator Moopy. So we don’t have to trace back through this Zack 
deal with Kaiser? 

Mr. Manter. No, sir; that’s right. 

Senator Moopy. You bought some of that steel from Mr. Zack: 
did you? 

Mr. Manter. Yes, sir. 

Senator Moopy. How much did you pay for it? 

Mr. Mauter. Eighteen cents a pound? 

Senator Moopy. Eighteen cents a pound ? 

Mr. Mauter. Yes, sir. 

Senator Moopy. Had you sold the steel before you—had you m: ude 

‘rangements to sell the steel before you agreed to buy at that price 

Mr. Maurer. Well, Senator, practic: ally ¢ a week or 2 weeks prior to 
the deal, the actual purchase from Zack, I discussed it with them, and 
at that time I talked to several of my customers who were interested. 
At the time they told me that material was available I made the pur- 
chase from them, then in turn told my customers who made the same 
deal. 

Senator Moopy. I see. Now, who are your customers? 

Mr. Maunter. On that particular deal? 

Senator Moony. Yes. 

Mr. Manter. I sold a portion of it to Motors Metal Manufacturing 
Co.—Kalden Steel. 

Senator Moopy. Will you state that more clearly so we may all hear 
it? 

Mr. Mauer. Kalden Sheet Steel Corp. 

Senator Moopy. Kalden Sheet Steel Corp. ? 

Mr. Mauter. That is right. 

Senator Moopy. At Detroit, Mich. ? 

Mr. Manter. Yes. Meylin Steel Corp. in Chicago. 

Senator Moopy. I see. 

Mr. Maurer. Camden Steel, Camden Manufacturing, I better check 
it. Camden Steel Products of Detroit. 

Senator Moopy. I see. Now, the Kalden Sheet Steel Corp., is that 
an end user or a broker? 

Mr. Mauter. A broker. They are a warehouse, sir. 

Senator Moony. They are a warehouse? 

Mr. Mauter. Yes, sir. 

Senator Moopy. You bought this steel for 18 cents a pound and how 
much did you sell it to Kalden for? 

Mr. Mauer. 1814. 

Senator Moopy. 1814? 

Mr. Mauter. Yes. 

Senator Moopy. The same day ? 

Mr. Mauer. Well, as I said before, I discussed this with Golden 
prior to the purchase and when I made the deal I called him. 

Senator Moopy. I see. Now, how much did you seel to them’ 

Mr. Manter. Approximately 400 tons. 

Senator Moony. 400 tons? 

Mr. Mauter. Yes, sir. 

Senator Moopy. And your profit on that was how much ? 

Mr. Manter. Approximately $400,000. 

Senator Moopy. About $400,000. You were able to make a $400,000) 
profit by just a couple of telephone calls; is that right? 
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Mr. Mauer. Yes, sir. 

Senator Moopy. I see. Now, to whom else did you sell the steel ¢ 

Mr. Manter. Meylin Steel. 

Senator Moor. Meylin, M-e-y-l-i-n Steel Co. in Chicago. That is 
M-e-y-l-i-n? 

Mr. Mauter. That is right. 

Senator Moopy. How much did you sell them ? 

Mr. Mauer. I don’t recall exactly. I would say approximately 
S00 TONS. 

Senator Moony. About 300 tons. And what was the price on that ? 

Mr. Maurer. Eighteen and a half cents. 

Senator Moopy. Eighteen and a half cents; so that was another 
similar profit of about $3,500 ? 

Mr. Mauter. Yes. 

Senator Moopy. Due to that one telephone call ? 

Mr. Manuer. Yes, sir; but that was probably three or four different 
sales. 

Senator Moopy. Three or four different sales 

Mr. Maruer. In the period of a month. 

Senator Moopy. I see; I see. But you did—then you sold to the 
Camden Steel Products Co.; is that right. 

Mr. Mauter. Yes, sir. 

Senator Moopy. That is the Louis Alliman warehouse, is it ? 

Mr. Manter. That’s right, sir. 

Senator Moopy. I see; and how much did you sell them ? 

Mr. Manzer. Approximately 50 tons. 

Senator Moopy. Approximately 50 tons? 

Mr. Mantuer. Yes, sir. 

Senator Moopy. What was the over-all profit to you on this deal 

Mr. Manter. Approximately $8,000, Senator, at the time I made 
the deal with Zack I originally made a purchase of 800 tons from 
him. I, at that time, negotiated to sell 400 tons and gambled with 
the other 400 tons. A sale was made to Camden Steel and 3 weeks 
or approximately a month later, close to a month later, Meylin Steel. 
Some of it was sold as late as April 12. We wound up the deal. It 
could have been turned around the other way and if the market 
had started dropping as it did today, I would have been in bad shape. 

Senator Moony. I see. The committee will take a recess for 5 

nutes, 

Recess. ) 
“enator Moopy. Mr. Mahler—so on this deal, Mr. Mahler, you made 
\y a of about $8,000; is that right ? 
. Manrer. Yes, sir. 

s ae Moopy. I see. You were one of a number of dealers to 
whom Zack sold this steel ? 

Mr. Mantuer. I think I was one of three or four possibly. 

Senator Moopy. I see. Yes; there were four dealers. 

Mr. Manter. I am not sure, 

Senator Moopy. You see, the thing that this committee has been 
objecting to has been the fact that the steel starts from the warehouse. 
from the mill, at $5 a hundredweight, and in this case it came, as I 
understand it—it was $10 steel; is that right ¢ 

Mr. Mauter. Yes; conversion steel. 
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Senator Moopy. It was conversion steel that cost $10 a hundred- 
weight, but in Chicago, for example, we had a whole series of trans 
actions of this sort. It started from the Weirton Steel Co. and the 
Fort Pitt Steel Co. where large quantities of steel were sold by those 
mills to companies that dealt partly in steel and did some fabricating 
of steel, but the mills shipped—Senator, I would like to point out 
to you—considerably more steel in the initial instance than was needed 
for the manufacturing business of the companies to which the steel was 
shipped, and at the same time small-business men in Detroit, Chicago, 
all over the country were being told by the steel mills that they could 
not honor their orders because they simply couldn’t roll any more 
steel, but at the same time that small-business men were being turned 
down and incidentally some big-business men were not able to get 
all the steel they needed, steel was moving out of the steel mills to 
certain sources in larger quantities than were needed by those sources, 
and then in the Chicago hearing it was brought out that that stee] 
would gothrough as many as seven different hands, each one moving 
the price up. 

In one case, in fact, there was a company formed which dealt i: 
steel, and did absolutely nothing except increase the price. There 
was no other function whatsoever that the company did, and that 
has been shown repeatedly. And the price moved up from $5 a hun- 
dredweight to in some cases $22 or $23 a hundredweight. 

Now, you have told us that you sold this steel to three other brokers. 

Mr. Mautrr. Yes, sir. 

Senator Moopy. So you see that makes you one of the daisies 
a long daisy chain which carries the steel from $10 up to $20. 

Mr. Mauer. Can I express myself, sir? 

Senator Moopy. Yes. 

Mr. Manter. As I said to you, I negotiated this deal approximately 
2 weeks with Zack. At that time I talked to several plants as well 
as dealers on these terms. As I said, the market started to drop. We 
- re very fortunate to get out of it at that time. Now, it so happened 

[ don’t work on a long- time basis. My average profit, gross profit, 
over the whole period is $13.51. 

Senator Ferauson. $13 a ton? 

Mr. Mauer. That’s right. Now, I buy and I sell. I gamble: | 
gamble on the market. , ; 

Senator Moopy. You are a speculator? 

Mr. DAE Yes, sir. I gave Zack, I don’t know, don’t recall. 
twenty or twenty -five thousand dollars de ‘posit on the deal. 

Sen: on Frrcuson. Do you know why Kaiser-Frazer was selli) 
this steel ? 

Mr. Manuer. No, sir; I had no idea it was Kaiser-Frazer’s deal 
Possibly 3 or 4+ weeks later I hi ippened to see one of the loads on th 
truck, and Kaiser-Frazer had forgotten— - 

Senator Moopy. For the Senator’s information, I'd like to say o! 
that point, that one of the tricks of this particular trade, Senator. 
seems to be no one will tell anyone where they got the steel or whiere 
it goes. | 

Senator Frereuson. Is that true? 

Senator Moopy. It’s a very secretive process. Mr. Mahler would 
not know from whom Zack got the steel and Mr. Zack probably would 
not know- 
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Senator Ferguson. Whom he, Mahler, sold it to ¢ 

Senator Moopy. To whom Mr. Mahler sold the steel. ‘That’s the 
veneral trade practice in this particular trade. 
~ Senator Frerauson. What particular things would this kind of 
steel make ? 

Mr. Maurer. Automobile body parts. It would not go into de- 
fense work. 

Senator Frerauson. Normally, Kaiser- Frazer would want that? 

Mr. Mantuer. Yes, sir; if they were selling cars. 

Senator Moopy. As a matter of fact, I am sor ry you couldn’t have 
been here yesterday, Senator. 

Senator Frrauson. Well, I will read the record. Mr, Knight has 
told me some of the facts. 

Senator Moopy. He has? I can explain that. 

Senator Ferauson. No,no. I heard—he heard all the testimony. 

Senator Moony. What other companies do you deal with, in selling 
steel, Mr. Mahler? 

Mr. Mauter. Selling steel? 

Senator Moopy. To whom do you sell steel ? 

Mr. Mauer. I sell to brokers and manufacturers. Since the high- 
est prices have come into effect, I have sold 90 percent to brokers or 
warehouses. Primarily I have been in the business a long time, prior 
to the time I went into the Army and after I came out of it. Certain 
customers of mine, I don’t have the nerve to ask for the high prices. 

Senator Moopy. Who are they ? 

Mr. Mauer. Briggs Manufacturing. 

Senator Moopy. They are a regular customer of yours ! 

Mr. Manter. Yes. 

Senator Moony. You don’t have the nerve to ask them 1814 cents‘ 

Mr. Manter. No. 

Senator Moopy. Why wouldn’t—why would vou have the nerve to 
ask one customer and not another ? 

Mr. Maurer. As a matter of survival. 

Senator Moony. Whose survival? 

Mr. Manter. Mine. 

Senator Moopy. You think that Briggs would take care of your 
survival if you asked them 181% cents for steel ? , 

Mr. Mauer. It so happened during the period of June and July, 
I sold a lot of steel to Briggs at 7 cents a pound. 

Senator Moopy. What is the highest you sold to Briggs this year? 

Mr. Marier. Seven fifty. 

Senator Moopy. Seven and a half a pound. 

Mr. Marer. Yes, sir. 

Senator Moopy. That’s the highest you've sold to Briggs? 

Mr. Maurer. Yes, sir. 

Senator Moopy. How much did you pay for that steel ? 

Mr. Mauer. Some of it cost me 7 cents and some of it cost me 5; 

2 a hundredweight before I had it processed. After the process- 

I had to sort it to gage. I had transportation two ways, which 
incurred another ten or twelve dollars a ton. I wound up with ap- 
proximately twelve or fifteen dollars a ton profit on it. 

Senator ‘Moopy. How much steel did you sell Briggs this year ¢ 

Mr. Maner. Oh, I’d venture a guess in the neighb rorhood of 400 


tons. 
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Senator Moopy. And your profits on that is how much? 

Mr. Mauer. Well, it so happens, Senator, the last deal I had with 
Briggs happened to be a trade deal. I’ve lost a lot of money on it, 
so I couldn’t tell you what my profit is. 

Senator Moopy. How did you lose money in dealing with Brigys’ 

Mr. Mauer. I bought some steel which stood me if cents a pound 
and sold it to Briggs Manufac turing at $7.50 a hundredweight. Re- 
turned back equivalent tonnage at $4.40. 

Senator Moopy. You did what? What was the second section of 
that ? 

Mr. Mauer. It was sold by Briggs, the equivalent tonnage at $5.40 
a hundredweight which was the mill and handling cost. 

Senator Moopy. You bought steel at 11 cents a pound and sold it to 
Briggs at 714 cents? 

Mr. Mautrr. Took a 3! »-cent loss. 

Senator Moopy. And they sold you steel for 5 cents a pound ¢ 

Mr. Mauter. Five forty. 

Senator Moopy. What was the object of the deal ? 

Mr. Mauer. At that time I figured I might be able to sell the mu- 
terial at 12 cents a pound and make myself 5 cents a pound spread. 
It so happens I sold a portion of it a week ago at 9 and would be happy 
to sell the rest today at 714 

Senator Moopy. Why would you buy steel at 11 and sell to Briggs 
at 7144? Why should they sell—a different kind of steel? 

Mr. Mauer. I couldn’t use it for production. 

Senator Moopy. Was it inferior material ? 

Mr. Mauter. I don’t know if it was inferior, or if it was part of 
conversion deal that they didn’t need. 

Senator Moopy. They had surplus steel ? 

Mr. Manter. One item. They had a surplus of one grade and 
shortage on others. 

Senator Moopy. What did—what you did was work out a trade 
with the Briggs which you obtained for them one kind of steel ? 

Mr. Maner. Yes, sir. 

Senator Moopy. And they sold you another kind of steel, somewhat 
along the same pattern of the Kaiser-Frazer ¢ 

Mr. Mauer. Yes; the quantity was a good deal smaller. 

Senator Moopy. Smaller. But nevertheless it was a similar e 
change of metals? 

Mr. Manter. Yes. 

Senator Moopy. On that deal. 

Mr. Manter. $163,000. 

Senator Moopy. You took a net loss? 

Mr. Mantrr. Yes, sir. 

Senator Moopy. Well, now, Mr. Mahler, you say that your business 
might be endangered—what was the implication of the reason that 
you say you couldn’t ask Briggs the same price as you asked other 
people? 

Mr. Mauter. I knew for one thing they weren’t paying the high 
prices, yet I want to keep my contact with them. These high prices 
will not be in effect all the time. 

Senator Moopy. You want to keep them as a customer? 

Mr. Manter. Yes, sir. 
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Senator Moopy. What do you think of a situation where a com- 
pany that is as large and well known as—and in a sense powerful in 
the business world, can get steel for 714 cents to make automobile 
bodies, but where small-business men who are working on war con- 
tracts can’t get steel, and sometimes they have to pay as high as 20 
and 22 cents a pound to get that steel? Now, what do you think about 
the ethics involved in that? 

Mr. Manuer. Well, as far as ethics, I think the trouble there is 
when the steel mills converted, I don’t think they converted fast 
enough for proper production. They were producing automobile 
body steel when you needed tool and die material. 

Senator Moopy. So the basic fault here lies with the steel mills? 

Mr. Manter. That’s merely my opinion. 

Senator Moopy. Your opinion is that the basic fault lies in an in- 
balance of the different kinds of stee! ? 

Mr. Maner. Yes, sir. Too much of one kind and not enough of 
nother. 

Senator Moopy. I see. 

Mr. Manuer. Today you have a surplus of light gages, where there 
is still a demand for heavy gages and bar stock. 

Senator Moopy. As a matter of fact, there are certain war plants 

Michigan that are being held up now because they can’t get the 
right type of steel; isn’t that correct ? 

Mr. Mauter. I presume you are right. 

Senator Moopy. For your information, that is correct. And at the 
same time, we have people coming here who have been trading in 
steel, brokering in steel, who say that steel has now gone down shar ply 
n price and there is plenty of it on the market. We i, the y are talking, 
of course, about one kind of steel, and the part that is still scarce, is 
a different kind of steel; correct ? 

Mr. Manuer. That is true. 

Senator Moopy. Isn’t it true that the fact that they can’t get enough 
steel to build the schools, is due to the fact that they haven’t conve rted 
rapidly enough, as you indicated ? 

Mr. Mantrr. That’s very true. I understand the production on 
structural shapes in this country is about one-third of what we need. 

Senator Moopy. The fact is, as a matter of fact, we brought out 

Washington not long ago in discussing this very point with Manly 
Fleischmann, the man who is responsible—whose responsibility it is 
to allocate steel, there will be 1,800,000 more children going into 
school in September of 1952 than went into school in September of 
1990, And many schools already are overcrowded and so forth. 

Mr. Manuer. I can vouch for that. 

Senator Moopy. There is a very sharp thing on to get steel, and 
the steel isn’t there. I think it ought to be made clear and I think 
the Senator will agree with us, there is a difference in saying there is 

ty of steel flowing around Detroit. 

“Mr. Manter. There are cats and dogs in every business—there are 
good merchandise and bad merchandise. There was a time, 6, 7, 8 
months ago, material such as wasters and shearings were very easy 
to dispose of. Today you can’t give them away. The »y can’t be sold 
for usable material. You need your bar stock and you need heavy 
plates and war-production materials. They just aren’t there. 
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Senator Moopy. Well, you do trade in this market as a speculato; 
on the sole basis of what the traffic will bear; is that right ? 

Mr. Manter. Yes, sir. 

Senator Moopy. The lack of Government regulation has made jt 
possible for you to do this with immunity ? 

Mr. Mauter. Yes, sir. 

Senator Frereauson. Your conscience, though, did bother you on 
some of these prices ? 

Mr. Mauter. Yes, sir. 

Senator Ferauson. You thought they were unreasonable? 

Mr. Mauer. Yes, sir; absolutely. 

Senator Fercuson. Just no rhyme or reason for them? 

Mr. Manter. Absolutely, Senator. When you buy a truckload of 
steel at 18 cents a pound, 50 tons on that load, you have $18,000 tied up, 
to make $500. 

Senator Fercuson. You realize that this is just an unreasonable 
price, both for inflation of civilian goods and for the military ? 

Mr. Manter. If you look at that chart, I'll show you the smallest 
mark-up on that list; in fact, there was another party that bought the 
same steel from another party, that bought the same steel I did and 
sold it for $5 more. 

Senator Moopy. That is right; that is right. The fact is, that you 
sold steel. 

Mr. Mauter. Yes, sir. 

Senator Moopy. To some business people for high prices but when 
you got up against a tough purchaser, that you felt you would hurt— 
you thought you would hurt yourself with if you sold them at a high 
price. 

Mr. Manter. Not necessarily that I thought I’d hurt myself. 
knew one thing for sure; they weren’t paying a high price. And, in 
the second place, I didn’t put myself out to look for the consumer who 
was paying the high price. 

Senator Moopy. I see. In other words, if you had wanted to shop 
around, you might have been able to sell this steel you sold to Briggs, 
to somebody else. But you wanted them to be the satisfied customer; 
is that the idea? 

Mr. Mauter. Yes, sir. 

Mr. Noonr. What was your gross in dollars for last year? 

Mr. Mauter. Approximately $1,400,000. 

Mr. Noone. Approximately $1,400,000. Have you sold steel to th: 
Oakman Manufacturing Co. ? 

Mr. Mauter. Yes, sir. 

Mr. Noonr. Approximately how much in the past year? 

Mr. Mauter. Not very much. There is one lot here about 3 weeks 
ago of $8,300. 

Mr. Noone. What was the hundredweight price on that? 

Mr. Maurer. $10 per hundredweight. 

Mr. Noonr. How much did it cost you ? 

Mr. Maunter. $9.6714, less than $10 a ton. 

Senator Moony. So, you are 

Mr. Manter. Not a great deal of profit. 

Mr. Noone. You maintain a schedule of your OPS ceilings? 

Mr. Mauter. Yes, sir. 
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Mr. Noonsr. What is your ceiling? 

Mr. Mauter. Eighteen and a half cents. 

Senator Fercuson. You can go up to 1814? 

Mr. Maunter. Yes, sir. 

Senator Fercuson. That was some limitation on you in—— 

Mr. Mauer. Yes, sir. 

Senator Moopy. I would like to point out to you that that just hap- 
pened to be the ceiling; that happened to be ‘the highest price that 
sold during that base period. Others sold higher than that. 

Mr. Manter. We had a ceiling—— 

Senator Frrcuson. I understand how the ceiling is fixed, but you 
had really a limitation on it. 

Mr. Maner. Yes, sir. 

Senator Frravson. You were really compelled to sell at these prices? 

Mr. Marner. Other than that, I wouldn’t have been able to handle 
the deal. 

Voice. He paid 18. 

Senator Frrauson. You couldn't sell it at a greater price? 

Mr. Manver. That is right. 

Senator Moopy. And Id like to point out also that, in this case and 
other cases, the fact there was a ceiling there did deter, perhaps, sales 
at higher prices? 

Senator Frrauson. I appreciate that. 

Senator Moopy. That is all- 

Senator Ferauson. What’s the highest ceiling you knew of any com- 
petitor of yours? 

Mr. Mauer. I’ve heard rumors, Senator, as high as 23, 24 cents, 
7 I’ve never been able to find out who, when, or where. 

nator Ferguson. What’s the highest that you actually know of? 

Mr. Mauer. Actually know—all I know is what I’ve seen on that 
chart. 

Senator Frrauson. Here is 20.2. 

Mr. Manver. 20.6. I only know rumors. 

Senator Moopy. It was testified in Chicago, 22.5. There may have 
been some higher. Thank you. 

Witness excused. ) 

Senator Moopy. Donald McNabb. 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 

u God? 


Mr. McNapr. I do. 


TESTIMONY OF DONALD McNABB, BRIGGS MANUFACTURING CO., 
DETROIT, MICH. 


Senator Moopy. State your name and business. 

Mr. McNans. Donald McNabb, Briggs Manufacturing, buyer. 

Senator Moopy. Mr. McNabb, Briggs Manufacturing Co. manu- 
factures automobile bodies? 

Mr. McNapsr. Automobile bodies. 

Senator Moopy. How many—— 

Mr. McNasp. I think in 1950 we used 450 tons. 

Senator Moopy. Where do you get it? 
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Mr. McNass. Steel mills and warehouses. At that time we were 
buying anyplace we could get our hands on it, at a price. 

Senator Moopy. When you say “a price, vv you mean higher than 
mill price? 

Mr. McNass. In cases. 

Senator Moopy. How much do you pay your mills for steel? 

Mr. McNass. It all depends on the type of steel you are buying— 
cold-rolled, hot-rolled, the type, grades, so on. It can go down as 
low as $4.60, but up to $7.80. 

Senator Moopy. What is the highest price you have paid for stee! 
this year? 

Mr. McNass. Oh, in large quantities, ’'d say about $7.50. In small 
quantities, where you buy from a warehouse, they can legitimately go 
as high as $13. 

Senator Moopy. $13 a hundredweight ? 

Mr. McNass. That is right. 

Senator Moopy. That is $26 a ton? 

Mr. McNasps. $260. 

Senator Moopy. $260 a ton? 

Mr. McNass. Depending upon the quantity you buy. You are 
going to pay the base—— 

Senator Moopy. Yes. What proportion of your steel do you get 
from the mills? 

Mr. McNass. Oh, I'd say about 90 or 95 percent. 

Senator Moopy. Isee. You merely have the same practice that was 
indicated by such companies as Indianapolis Chevrolet: When you 
have an immediate need for steel, you go out and buy it wherever you 
can get it. 

Mr. McNass. That is right. 

Senator Moopy. What would be the result if you did not go out and 
get it? 

Mr. McNass. The plant would shut down and put about 80,000 
people out of work. 

Senator Moopy. That is right. You would have a considerable loss 
to the company; is that right? 

Mr. McNass. That is right. 

Senator Moopy. So that it’s good business and saves you money to 
go out and pay higher prices; is s that correct ? 

Mr. McNass. That is right. 

Senator Moopy. What did you say the highest price you paid for 
steel was? 

Mr. McNase. We paid in a large quantity, getting up in a hundred 
tens, I’d say around $7.50. 

Senator Moopy. Have you been here this morning and heard some 
cf the testimony of steel selling for 18 cents a pound, ‘and so forth’ 

Mr. McNass. That is right. 

Senator Moopy. You are the purchaser for Briggs? 

Mr. McNasp. No; I am a buyer. 

Senator Moopy. You are a buyer of steel? 

Mr. McNass. That is right. 

Senator Moopy. Did you handle the deal of Mr. Mahler? 

Mr. Mauer. That is correct. 

Senator Moopy. I see. Did you know that he had paid 111% cents: 
pound for this steel ? 

Mr. McNass. No, sir. 
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Senator Moopy. Did you ask him where he got it ¢ 

Mr. McNasps. No; he ‘wouldn’t tell you. 

Senator Moopy. He wouldn't tell you? 

Mr. McNass. No. 

Senator Moopy. Have you bought considerable steel from specu- 
lators and dealers, brokers? 

Mr. McNass. Not Paeceenen't ise; very, very little. 


Senator Moopy. How much steel have you bought that way this 
9 


rears 
' Mr. McNass. Well, that would be an awful guess. But I would 
say not very much. 

Senator Moopy. But when you do go out to buy steel from a broker 
or a speculator, you don’t ask him where he got it. All you want to 
know is that a certain kind of steel he delivers at a certain price. 

Mr. McNazs. That is right, and it’s inspected in our plant subject 
to rejection. It has to be approved before we pay them for the par- 

cular job we want it for. 

“Senator Moopy. If all the purchasing departments of all the com- 
panies had made as deep an impression on the brokers and speculators 
as your company has made on Mr. Mahler, I don’t think there would 
be such extravagant prices for steel, and a great deal of money would 
have been saved for the Government. 

Senator Ferauson. What do you think about these prices of 22 
cents ¢ 

Mr. McNass. Well, the way I feel about it, if everyone had done 
the same as Briggs Manuf: acturing had done, we just wouldn’t be here. 

Senator Ferguson. Don’t you think some of these smaller fellows 
would have shut down? 

Mr. McNass. It wouldn’t have lasted too long. 

Senator Frreuson. You think that competition could have cleared 
this up ? 

Mr. McNass. That is right. The steel is still there. I say if they 
just. refuse it, the steel is still there, and they are not going to store 
it and hold it. . 

Senator Frercuson. Mr. Mahler now indicates he didn’t try to get 
i high price from you. 

Mr. McNass. That is right. We just wouldn’t go for it. 

Senator Ferauson. You wouldn’t pay 18 cents a pound? 

Mr. McNass. That is correct. 

Senator Moopy. He knew by reputation that you would refuse to 
pay it. He didn’t ask for it; and if all buyers, you say, did the same 
thing, why, there wouldn’t have been the gray market ? 

Mr. McNars. I don’t think there would. 

Senator Moopy. That is true; and yet the fact is that we’ve had 
witness after witness take the stand in this and other cities and say 
they would have gone out of business and had to lay hundreds of 
pr ople off if they didn’t pay these outrageous prices. Included in the 
buyers have been small-business men struggling to stay up and some 
of the big ones—some of the biggest. 

Mr. McNanp. We just couldn't afford it. In fact, we'd go out of 
usiness. After all, we are subcontractors to Chrysler and the Pack- 
ard Motor Car Co. 

Senator Frreuson. Did you have to close down for lack of steel? 


Mr. McNaszs. Yes. 
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Senator Moopy. You did close down? 

Mr. McNass. Oh, yes. 

Senator Ferauson. You did close down, but you might have gone 
out into this gray market and gotten some steel ‘and kept open. But 
you kept the price that you w ouldn’t go above? 

Mr. McNass. That is right. 

Senator Moopy. When did you close down? 

Mr. McNass. Well, there were two or three periods that we were 
down for a week and once or twice for 2 or 3 days. 

Senator Moopy. When was that? 

Mr. McNass. I’m quite sure that was in 1949. 

Senator Moopy. I see. 

Mr. McNass. Sometime during 1949. 

Senator Moopy. Your plant has been closed down for a month or 
2 months over-all in the last couple of years? 

Mr. McNass. In the last 3 years it probably has been down for 
about a month altogether. 

Senator Moopy. For lack of steel? 

Mr. McNasp. Yes. 

Senator Moopy. How many men were put out of work then? 

Mr. McNasp. Well, Briggs at that time had around 36,000 em- 
ployees and I have no idea of what Chrysler covers or Packard. I 
would say Chrysler and Packard combined would be 60,000 or 70,000. 

Senator Moopy. So more than a hundred thousand people were 
thrown out of work in Detroit because of the fact you couldn’t obtain 
steel for the prices you were ready to pay; is that right? 

Mr. McNass. Not ready to buy, but the particular steels we required 
and couldn’t get anywhere. 

Senator Moopy. Was this a case where you wouldn’t buy it or 
couldn’t get the steel ? 

Mr. McNass. Couldn’t get the steel. 

Senator Moopy. I haven’t heard of anyone else, though, who hasn't 
been able to get steel of a type if they were willing to pay the price 
for it. 

Mr. McNass. Well, I think we do have a couple of instances in our 
own bodies where that happens. It calls for deep-drawing aluminun- 
kiln steel, and you don’t find that on the open market. 

Senator Moony. Were there any instances where your plant was 
shut down because you just didn’t feel this gray-market price should 
be paid? 

Mr. McNans. That, I can’t answer. That would be up to the man- 
agement. 

Senator Moopy. You don’t know, then, whether this was just shi 
down because of the scarce steel or because of the gray-market price; 
but because of the lack of steel you have shut down and more tha: 
a hundred thousand people at Briggs, Packard, and Chrysler have 
been thrown out of work. 

Mr. McNass. That is right. 

Senator Frrcuson. You did have a policy that you wouldn’t pay 
these exorbitant prices ¢ 

Mr. McNass. That is right. 

Senator Frercuson. That was a firm policy, pretty well known by 
the trades? 

Mr. McNasns. It’s known throughout the trade. 
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Senator Fercuson. It may be that you weren’t approached then at 
these enormous prices ? 

Mr. McNasp. We have had a lot of outside—say from Chicago, 
Cleveland, New York—calling and offering material like that. We 
turned it down flat; we’re not interested. 

Senator Moopy. I see. That policy, even though it may have caused 
a shut-down temporarily of your plant, has saved you from paying 
much higher prices for considerable steel; has it ? 

Mr. McNass. I am quite sure it has. 

Senator Moopy. It’s enabled you to keep your prices competitive 
with other people supplying your end users? 

Mr. McNass. That is right, sir. 

Senator Moopy. Have you been doing any war work in your plants? 

Mr. McNass. No; we're just getting into it now. 

Senator Moopy. Just beginning to get into war work? 

Mr. McNass. Yes. The air frame, not too much steel, it is out- 
side of steel. 

Senator Moony. That’s chiefly aluminum ¢ 

Mr. McNaps. Yes. 

Senator Moony. Thank you. 

( Witness excused. ) 

Senator Moopy. Louis Golden and Saul Kalt. 

Mr. Golden ¢ 

Mr. Gotpen. Yes. 

Senator Moopy. Mr. Kalt ? 

Mr. Kaur. Yes. 

Senator Moopy. Do you solemnly swear that the testimony you 
gentlemen are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Goupen. I do. 

Mr. Kaur. I do. 


TESTIMONY OF LOUIS GOLDEN AND SAUL KALT, KALDEN STEEL 
CORP., DETROIT, MICH. 


Senator Moopy. Will you state your business, your name and busi- 
ness to the committee ? 

Mr. Gotpen. My name is Louis Golden; I am president of the 
Kalden Sheet Steel Corp. 

Senator Moopy. Will you identify yourself? 

Mr. Kaur. Tam Saul Kalt, secretary-treasurer of Kalden Steel Corp. 

Senator Moopy. Will you identify yourself ? 

Mr. Gotpman. I am David A. Goldman, counsel for the company. 

Senator Moopy. You people do business as the Kalden Sheet Steel 
Corp.; is that correct ? 

Mr. Gotpen. That is correct. 

Senator Moopy. What is the nature of your business? 

Mr. GoLpEN. We operate a steel warehouse. 

Senator Moopy. Operate a steel warehouse / 

Mr. Gotpen. That is correct, sir. 

Senator Moopy. Do you have a warehouse ? 

Mr. Gotpgen. Yes: we do, sir. 

Senator Moopy. You handle the steel physically ¢ 

Mr. Gotpen. Yes; we do. 
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Senator Moopy. Into your warehouse ? 

Mr. GoLpen. Yes. 

Senator Moony. How much steel have you handled this year? 

Mr. Gotpen. Well, approximately—— 

Mr. Kaur. We're on a fiscal year, Senator. You mean from Janu- 
ary 1 to the present date? 

Senator Moopy. How much did you handle in the last fiscal year, 
then ? 

Mr. Gotpen. In the warehouse, we probably handled about eight 
to nine thousand tons, in the warehouse. 

Senator Moopy. I see; eight to nine thousand tons. How much 
steel did you handle that never entered your warehouse ? 

Mr. Gotpen. Roughly, I would—between what period, Senator ? 

Senator Moopy. In a fiscal year, in a compara able period. 

Mr. Gowwen. I would say, roughly, about eighteen to nineteen thou- 
sand tons. 

Senator Moopy. Eighteen or nineteen thousand tons? 

Mr. Gotpen. Yes, sir. 

Senator Moopy. So that, roughly, two-thirds or more of your busi- 
ness is in dealing in steel that does not go to your warehouse ¢ 

Mr. Gotven. That is correct. 

Senator Moopy. Where do you get that steel, Mr. Golden? 

Mr. Gotpen. We usually buy these from brokers or other people 
who offer us material; for example, we buy steel from Sterling Stee! 
in Cleveland; they buy material from New York, Associated Metals & 
Minerals Corp. ; Standard International Corp. buys steel from people 

in Chicago, northeastern Illinois, Interstate Metals. A siakider of 
various other brokers or suppliers like that. 

Senator Moopy. Do you get any of your steel from the Detroit area? 

Mr. Gotpen. We do obtain it from people like W. Zack and Harold 
Mahler, on occasion from Barry Steel, et cetera. 

Senator Moopy. Barry Steel? 

Mr. Goupen. Yes, sir. 

Senator Moopy. These are dealers in steel that you know, have stee! 
available when you can sell it, is that correct ? 

Mr. Gotpen. That is correct, sir. 

Senator Moopy. Primarily is your business—your business is find- 
ing steel and selling it, is that correct ? 

Mr. Gotpen. Yes, it is, Senator. Senator, I’d like to add that when 
we buy this material, we like to warehouse it, because in dealing with 
brokers—of course, we’re brokers, too, in a sense. You must carefully 
examine the steel, because very often you get material that isn’t prime 
And it has to be carefully checked. 

Senator Moopy. Asa matter of fact, there has been testimony before 
this committee, Mr. Golden, that some steel has gone through as mani 
as six different brokers or dealers or companies, none of which ev! 
saw the steel, it was finally delivered, being shipped from the sixth 
dealer back to the end user. 

Mr. Gotpen. We have become acquainted with that. I have bh 
listening to this testimony and—you know, it’s very difficult to com 
prehend a situation like that. 

Senator Moopy. Will you tell us what you think, perhaps you might 
have some observations yourself, do you think this is a justified 
proposition. . 
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Mr. Gotpen. It is an evil which results from an economy that some- 
times is pushed. For example, 9 months ago we had a number—we 
were about to enter into a war, and people became alarmed. They 
ran out and bought refrigerators, automobiles, traded in cars they had 
for a short period of time. First thing you know, appliance manu- 
facturers, people making stoves, automobiles, and things along similar 
lines were on the market, let’s say prowl for steel. I recall very vividly 
purchs asing representatives coming into the Detroit area from the far 
West, Middle West, East, South, North, picking up a phone book 
and calling brokers or anybody they could get ahold of. “We need 
steel, we must have steel.” 

Senator Moopy. It was a wild rush for steel, wasn’t it? 

Mr. Gotpen. Scavenger hunt. 

Senator Moopy. I think that is the best description that has been 
nade yet, of this situation. Go ahead. 

Mr. Gotpen. When the rush period was over 

Senator Moony. How long did it last? 

Mr. Gotpen. IT would estimate about 5 months. When it was over, 
you had a rapid decline in the steel market. Also a rapid decline in 
the wholesale and clothing business and appliance sales. We all know 
here, automobile sales, very evident. Naturally steel sales. 

Now, when a situation like that happens in the first instance, plants 
who are doing war work, naturally are not doing this sort of thing. 
If the scare hadn't originated in the first place undoubtedly the steel 
situation wouldn’t have been there, either. 

Senator Moony. Now, the source of the scare was what? 

Mr. Gotpen. Well, I recall, I think you do, too, Senator ; newspaper 
stories about a sudden war and people becoming alarmed. Wanting 
to buy sugar and stocking it up and buying refrigerators, whether 
they needed them or not. Buy automobiles whether they needed them 
or not. 

Senator Moopy. In other words, hoarding? 

Mr. Gorpen. That is right. That created a sudden spiral, as we 

| know, both in prices, covering all commodities, including steel. 

Senator Fereuson. When did you think that ended, that—— 

Mr. Gotpen. Well, Senator, 1] would say that ended—well, here is 
a very good example. On April 3, 1951, we bought a hundred tons 
of steel from the M. W. Zack Co, at 1814 cents a pound. We bought 
that for several customers who needed the material. One of them 
suddenly decided he didn’t need it. That happened late in August. 
Thereafter, we sold the resulting material for 12 cents a pound and 
1214 cents a pound. 

Senator Moopy. I thought you said it was eight you bought it 
for? 

Mr. Kaur. April. 

Mr. Gotpen. The period of time we held it. 

Senator Moopy. You held it until August ? 

Mr. Gotpen. That is right. 

Senator Ferguson. And he decided he didn’t want it? 

Mr. Gotpen. -We were advised in time, he would use up what he had 
ind he wouldn’t want more. 

Senator Frerauson. Who was this buyer ? 

Mr. Gotpen. MeGraw Electric. 
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Senator Moopy. McGraw Electric? 

Mr. Goxtpen. That is right. 

Senator Moopy. Had they ever bought from you before ? 

Mr. Gotwen. Yes; we have sold them off and on over a period of 
time. 

Senator Moopy. They had indicated they would buy the steel or had 
they ordered the steel ? 

Mr. Gonpen. They indicated they could use this material, they had 
difficulty getting it and they had to pay much more than we were 
charging them. If we would hold it, not definitely, but if we'd play 
along w ith them they could use the material later on. Unfortunately, 
they make an appliance and their sales dropped off and they were 
unable to—— 

Senator Moopy. You sold some of this steel that you paid 18 cents 
a pound for—18.25 a pound—you sold some of it as low as 12 cents, 
is that right? 

Mr. Gotpen. That is correct. 

Senator Moopy. And you sold some of it as high—what was the 
highest price you have sold it for ? 

Mr. Goutpen. We sold some here, 1914 

Senator Moopy. That was J. R. Clark Co., Minneapolis, Minn. ? 

Mr. Goupen. That is right. 

Senator Moopy. You also sold some to Batavia Body Co., Ba 
tavia, Ill.? 

Mr. Goupen. That is right. 

Senator Frrcuson. Is that your ceiling? 

Mr. Goupen. Our ceiling price, I believe, is 2114 cents a pound. 

Senator Moopy. You be lie ‘ve; don’t you know? 

Mr. Go.tpen. I am not sure. 

Senator Ferguson. Know if anybody had a higher one? 

Mr. Gotpen. Well, in this—I’ve heard many rumors in that regard. 

Senator Frereuson. I am talking about actual knowledge. 

Mr. Gotpen. Actual knowledge; no, sir; I do not. 

Incidentally, we had a loss on this M. W. Zack transaction of 
$2330.39. 

Senator Moopy. Well, with your operations in the steel market this 
year, were they generally profitable or did they cost you money / 

Mr. Gotpen. That is a debatable question after taxes. Gener 
ally—— 

Senator Moopy. You don’t have to pay taxes on a loss. 

Mr. Gotpen. No; you don’t. Generally, let’s put it this way, a a 
tor, when you have an inventory on hand, the market is declined, i 
very diffic ult to surmise what the ultimate result will be. 

Senator Moopy. Do you still have some of this Zack steel on hand! 

Mr. Gotpen. No, sir: I do not. 

Senator Moopy. But you have other steel in inventory? 

Mr. Gotpen. We have a secondary grade of material. 

Senator Moony. Oh, I see. 

Senator Frercuson. What is the market today on this steel, on the 
Zack steel? 

Mr. Gotpen. Well, Senator, I believe the market at this time is—I 
don’t think anybody can sell steel over warehouse price. 

Senator Frercuson. What is that price? 
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Mr. Gotpen. Well, on this type of material I believe it to be 7.65 
a hundred. 

Senator Frerauson. Seven sixty-five ? 

Mr. Gotpen. Yes. 

Senator Moopy. How do you explain the sudden appearance of so 
much steel on the market? 

Mr. Gotpen. That’s a good one. I wish I could answer that, Sen- 
ator, but unfortunately I do not have the knowledge. 

Senator Moony. The fact that so much steel has suddenly come into 
the market, it indicates an awful lot was being held off the market and 
stored at a time when there was a tremendous demand for it, isn’t 
that true ¢ 

Mr. Gotpen. It could conceivably be. It could conceivably be that 

he type of material being used today by the various m: anufacturers 
» war work, has gradually changed to different types and qualities 
and so forth. Naturally the materials that they are not using would 
become more abundant at this period. Also I might add and this is 
very important, your regulations which come in, particularly the CMP 
regulations have been very potent in holding this market to a stand- 
still. I think it is one of the best things the Government has been 
able to do and I think you should go further. You should put some 
law into being which would poole the sale of steel at a greater price 
than can be regul: ated by the Government. I think you should see to it 
and it should be done. 

Senator Moopy. In other words, you feel that this whole operation 
is so evil as you described it a few minutes ago, that it ought to be 
prohibited by law ¢ 

Mr. Gotpen. Absolutely. There is no excuse for these—— 


Senator Moopy. That’s the point we’ve been trying to make right 
along, that there is no excuse for it. 
What is the highest price you ever sold steel for this year? 
Mr. GoLvEN. I believe offhand—I forget the prices. I’d say around 


19.7 

Senator Moopy. You say that was vour ceiling? 

Mr. Goutpen. Well, as of January 1, I would say that the highest 
price T ever got for steel was 19.75. 

Senator Moony. To whom did you sell that steel ? 

Mr. Gotpen. I don’t have that information here. 

Senator Moony. Did you ever sell to Hudson Motor Co.? 

Mr. Gotpen. Yes: we have, Senator. 

Senator Moony. What is the highest price you ever charged them? 

Mr. Kaur. I believe it was 23 cents, one item. 

Senator Moony. Twenty-three and a half ?¢ 

Mr. Kaur. Twenty-three. 

Senator Moopy. When was that? 

Mr. GotpMaN. You understand, Senator, that the ceiling prices 
varied for different materials and types and gages. 

Senator Frreuson. What’d you pay for that item, that you sold 
for 23? 

Mr. Kaur. That I don’t recall. It was in the twenties, though, I 
im sure, 

Senator Moony. Was that a violation of your ceiling? 

Mr. Gotpen. No. 

Mr. Kaur. No. 


92785—52 20 
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Senator Moony. Mr. Golden just testified his ceiling was 19.75—— 

Mr. Gotpman. I think he was referring to this particular type of 
material, that’s why I interjected. 

Senator Moopy. I understand. For the record, your piarieation 
means that your 23.50 per hundredweight was a different kind | 
steel ? 

Mr. Kaur. That is right—no. 

Senator Moopy. It wasn’t within a ceiling? 

Mr. Karr. No; he was referring to this particular item here. 

Senator Moopy. I understand. 

Mr. Karr. I am referring to another sale. 

Senator Moopy. Senator Ferguson was trying to bring out wha 
the highest legal OPS ceiling is. 

Mr. Kaur. I believe it is 23 cents. 

Senator Moony. Your ceiling is 23.50. 

Mr. Kaur. Yes. 

Senator Moony. What would be the mill price on that steel, then? 

Mr. Gotpen. Well, at approximately mill price on that type of 


steel, I would say would run anywheres from 4.90 to 5.30, somewhere 


in there, depending on the qui lity and grade. 

Senator Moopy. Around $5 a ton? 

Mr. Kar. Five, five and a half. 

Senator Moony. Here is steel that went up more than four times. 

Mr. Goupen. By the time we got it, perhaps that is true. 

Senator Moony. mip much did you pay for that steel ? 

Mr. Gotpen. Well, I don’t have that information offhand, but 
based on our approximate profit per ton, we averaged approximately 
$25 to $30 a ton profit. 

Senator Ferevson. What is the highest profit ? 

Mr. GotpMan. Senator, may I just state this? We were requeste«| 
to bring down the invoices with reference to the Zack Metal—— 

Senator Frreuson. I want to know what his highest profit was o1 
any kind of steel? 

Mr. GotpMAN. Have you a recollection ? 

Mr. Gotpen. I don’t have a recollection, but I can say this, Senator. 
that our profit, average profit—— 

Senator Frravson. I am not asking average; you gave the averag: 
What is the highest profit? 

Mr. Gowpen. I can’t remember right now—however, we have th 
information, I am sure, in our books. 

Senator Frrauson. Would you furnish it then, for the record ? 

Mr. Goupen. Yes. 

Mr. GotpMan. May we also furnish you the greatest loss we've ev: 
taken? 

Senator Moony. Yes. 

Senator Ferauson. Do you know the greatest loss? 

Mr. Gotnen. We are anticipating something like that. 

Senator Moopy. You are concerned about the fact you may co 
out of this with a net loss, is that right, for the year? 

Mr. Kaur. This vear. 

Senator Moopy. That is because of the drop in the steel market / 

Mr. Gotpen. I would say that is true. 

Senator Moopy. Of course, while averages are one thing here, 
in this Zack case, the Zack got it for 10 cents and sold for 1814, w! 
is quite a mark-up 





STEEL GRAY MARKET 303 


Mr. Go.tpren. That is true. 

Senator Ferguson. You are familiar with the Johnson report of 
the production, war production is about 40 percent of what they an- 
ticipated it would be. 

Mr. Gotpen. That is right. 

Senator Moopy. Could you—— 

Senator Frrcuson. Could that have something to do with this sur- 
plus of steel, demand ¢ 

Mr. Gotpen. I’m not familiar in detail with that report, Senator, 
but I believe you have reference to the —— 

Senator Frreuson. Because of tools, you are unable to use the ma- 
terials in war work, 

Mr. GoLpEn. I assume—— 

Senator Frreuson. That is what they report. 

Mr. Goupen. Yes. 

Senator Ferguson. That would affect the market. 

Mr. Gotpen. I believe it would. 

Senator Frrauson. The demand. 

Mr. GoLpen. However, I want to add here that the type of steel that 
s needed in war work, such as heavy plate—— 

Senator Frreuson. Yes, but there is a lot of light war work, isn’t 
there? 

Mr. Gotpen. There is but I am sure—— 

Senator Frreuson. In ton volume, it goes into the heavy stuff, 
naturally. 

Mr. Gotpen. A war contractor can’t afford to pay a price for any- 
thing like that. They get their material, they are able to get their 
steel if they need it. However, we haven’t—our sources have been 
bad lately, we don’t—we are not getting the kind of material—— 

Senator Frrcuson. Pardonme. What do you mean by your sources 

re bad ¢ 

Mr. Gotpen. Well, for a long time we’ve wanted to have a mill 
onnection. We wanted to operate regularly at a regular price. 

Senator Freravson. On a regular profit, normal profit ? 

Mr. Gotpen. We find that in summarizing our activities, we usually 
onclude if we were operating a regular warehouse, that our profit 
would be greater than if we were operating the way we are today. 
lt is always better to do these things properly. We have been unable 
to get a mill supply. 

Senator Moopy. Why not ¢ 

Mr. Gotpen. Because we do not have a history with any mill. 

Senator Moony. I see. 

Mr. GoLtpen. We find the regular answers that we receive is this: 
“If you had had a history with us, we could sell you something. 
Eventually we will—we may sell you some steel.” But as a result, 
ve have no alternative but to buy from brokers or anybody that will 
upply the steel. 

Senator Frravson. How long have you been in business? 

Mr. Gotpen. Approximately 6 years. 

Senator Moopy. Do you have a connection with the Forest Steel 
Warehouse ? 

Mr. Gotpen. Forest Steel ? 

Senator Moony. Forest Steel. 

Mr. Gotpen, Oh, yes: they— 
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Mr. Kaur. It’s inactive. 

Mr. Goupen. It’s an inactive company. 

Senator Moopy. I see. The records here show that you helped them 
incorporate ? 

Mr. Goupen. That is right. 

Senator Moopy. Almost forgotten about it. 

Mr. Kaur. That is right. It was never active. 

Senator Ferevson. What was it, just a name company ? 

Mr. Karr. Just a name. 

Senator Moopy. How much was your original investment? 

Mr. Gotpen. In our corporation / 

Senator Moopy. That is right. 

Mr. Kaur. Fifteen thousand dollars. 

Mr. GotpMan. Talking about the corporation. 

Mr. Kaur. Or when we started the business. The corporation is 
$100,000. 

Senator Moony. But that was formed when ? 

Mr. Kaur. A year ago last April—April 1950. 

Senator Moopy. Well, you started trading in metals 6 years ago as 
a copartnership and then you had $15,000 

Mr. Kaur. That is right. 

Senator Moopy. How much is your gross business today ? 

Mr. Kaur. Gross sales ¢ 

Senator Moopy. Yes. 

Mr. Karr. Last year, I think it was ten or eleven million. 

Senator Moopy. Ten or eleven million. Based on a start of $15,000 
six years ago, you have built your business up until you are now deal- 
ing ten or eleven million dollars a year worth of steel ? 

Mr. Kaur. Yes. 

Senator Moopy. How much was your profit ? 

Mr. Kaur. I can give you that privately—— 

Mr. GotpMan. May we ask the same courtesy that has been extended 
to other witnesses? We will be glad to submit it to you privately, for 
your examination. 

Mr. Noone. Do you maintain a schedule of OPS? 

Mr. Gotpen. Yes, sir. 

Mr. Noone. And you’ve been selling within those ceilings? 

Mr. GotpEen. Yes; we have. 

Mr. Noone. Were you involved in an OPA price suit in 1946? 

Mr. Gotpen. Yes; we were. 

Mr. Kaur. That was with the War Assets. 

Mr. Goipen. I remember the incident. It seems in buying materia 
from the War Assets Corporation, at that time we were buying stee 
rounds. 

Mr. Kaur. Alloys. 

Mr. Gotpen. We had not explained on our invoices, the type. It 
seems when you buy an alloy round and an ordinary carbon round. 
there is a considerable difference in price. As it appeared, we put 
chased alloy rounds and failed to show that. However, the War Assets 
records bore that out. Needlessly, this appeared in the newspapers 
Of course, we didn’t receive the benefit of the change thereafter 

Mr. Noone. For the record, it might be well to point out how it was 
settled. I note the Government charged trebled damages, asking 
$176,000. 
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Mr. GoLpen. I don’t believe that was our company. 

Mr. Noone. I beg your pardon, $38,000. How was that settled ? 

Mr. Gotpen. It had nothing to do with the steel rounds. We ulti- 
mately settled that for what it —what was it? 

Mr. Kaur. $5,000. 

Mr. Noone. $5,000? 

Mr. Kar. That is not the same case we just discussed. That was 
some material we sold, shipped to California. We sold it California 
warehouse price. The technicality there was, was it Michigan ware- 
house price or California warehouse price? It wasn’t over the Califor- 
nia warehouse price. 

Mr. GotpMAN. Senator, may I interject a thought? I thought of an 
approach—I would object to this approach, is it proper or pertinent 4 
We've come down here with the thought of presenting the information 
as requested and I believe we have presented that, and we will produce 
iny other such information the Senator desires. 

Senator Frrauson. Could you give us the prosecutions / 

Mr. Gotpen. Never been any prosecutions. 

Senator Ferguson. You’ve made settlements? 

Mr. Karr, Paid $5,000, on a technicality. 

Mr. GotpMAN. There was no prosecution in any way here. 

Senator Moopy. That wasn’t involved ? 

Mr. Karr. It was just a nuisance value of $5,000, as far as we were 
concerned. 

Senator Moony. You can present the information ? 

Mr. GotpMANn. Yes. 

Senator Moopy. That is all, thank you. 

(Witnesses excused.) 

Senator Moopy. Mr. John Wilson. 

Do you solemnly swear that the testimony you are about to give 


will be the truth, the whole truth. and nothing but the truth, so help 
you God? 
Mr. Wuzson. I do. 


TESTIMONY OF JOHN WILSON, MOTORS METAL MANUFACTURING 
CO., DETROIT, MICH. 


Senator Moopy. Give your name and business. 

Mr. Witson. My name is John F. Wilson, purchasing agent for the 
Motors Metal Manufacturing Co. 

Senator Moopy. What is the nature of that company’s business? 

Mr. Witson. We fabricate sheet metal stampings for the automo- 
bile trade. In other words, we’re strictly a subcontractor for the 
\utomotive manufacturers. 

Senator Moopy. You are an end user of the metals? 

Mr. Wirson. That is right. 

Senator Moopy. And do you trade in metals at all? 

Mr. Wirson. No. 

Senator Moopy. Have you ever sold any metals? 

Mr. Wirson. No. 

Senator Moopy. You are a buyer of metals? 

Mr. Witson. We are a buyer of metals; right. 

Senator Moopy. Have you had difficulty getting metals this year? 





306 STEEL GRAY MARKET 


Mr. Witson. Some, I would say some. Right now, with the CMP, 
we are doing a lot better. We still have the fourth quarter ope 
requirements and the first quarter of 1952, open requirements. 

Senator Moopy. Are you doing war work’ 

Mr. Witson. Yes, about 30 percent. 

Senator Moopy. I think it should be noted for the record that a 
number of witnesses have testified that the institution of CMP has 
greatly improved the situation with regard to the end users. Is tha 
your conclusion, Mr. Wilson ? 

Mr. Wixson. Definitely. 

Senator Moopy. You are glad that the CMP has been instituted ; i 
that correct? 

Mr. Wiison. Yes. 

Senator Moopy. You had a good deal more difficulty getting meta! 
before ? 

Mr. Witson. Prior to CMP. 

Senator Moopy. And prior to the CMP, the prices were consideral)|\ 
higher; is that right? 

Mr. Wison. That is right. 

Senator Moopy. What are you paying now for steel? 

Mr. Witson. We are restricted to mill prices in all cases. 

Senator Moopy. You are restricted by whom ? 

Mr. Wizson. By our customers. We cannot pay a penny over price 
unless it’s authorized by our customers. 

Senator Moopy. To whom do you sell? 

Mr. Witson. We sell our parts to General Motors Corp., General 
Motors Truck & Coach, Buick Motor, Ford Motor, Lincoln-Mercury, 
Harry Ferguson, Inc., many others. 

Senator Moopy. I see. So General Motors and Ford and Ferguso: 
and Federal Trucking and others have instructed you not to pay 
above mill prices for steel ? 

Mr. Witson. That is right, sir. 

Senator Moopy. How much is the current mill price of the type of 
steel you use? 

Mr. Wirson. I’d say $110 a ton. 

Senator Moopy. About 514 cents a pound? 

Mr. Witson. Five and a half cents a pound average. 

Senator Moopy. What is the highest price you paid for steel thi- 
year ¢ 

Mr. Wirson. Eighteen and a half cents a pound. 

Senator Moopy. Eighteen and a half cents a pound. Now, were 
you operating under those instructions from those people at that time’ 

Mr. Witson. No, sir. 

Senator Moopy. You were not? 

Mr. Witson. No. 

Senator Moopy. Only after this deal had been consummated thi‘ 
you were told not to pay above mill prices; is that right ? 

Mr. Witson. That is right. Our last so-called gray-market buy was 
made in May of this year. : i 

Senator Moopy. When did the instruction come through not to buy 
on the gray market? . ; . 

Mr. Wizson. Well, it started, I would say, possibly around June 1 
I think we were notified by some of our customers to stop any premiww 
buying. Well, it followed its own course there from June on. 
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Senator Moopy. Premium buying is the polite phrase for buying 
on the gray market; is that right? 

Mr. Witson. That is right, sir. 

Senator Moopy. How much steel had you bought on the gray market 
before ¢ 

Mr. Wuson. Prior to that time? 

Senator Moopy. Yes. 

Mr. Wiutson. I wouldn’t know, roughly, Senator. I would say it 
was thousands of dollars’ worth in 1950. 

Senator Moopy. Thousands of dollars’ worth ? 

Mr. Witson. Thousands of dollars’ worth. 

Senator Moopy. Why did you buy in the gray market, why did you 
vo into the gray market ? 

Mr. Witson. We could not get our mill suppliers to supply us the 
materials. So we went to the warehouses. In our products there 
are difficult stampings to produce, fenders. And it calls for a good 
quality of steel. 

Senator Moony. Why did you feel that—why did you feel that 
you could get a good quality material from the gray market when 
you couldn't get it from the mill? 

Mr. Witson. We don’t know that, you see. What we did, we 
either were called by gray market brokers or called them, and every 
pound of material we ‘bought from them was hecuie into our plant 
and purchased subject to our inspection. 

Senator Moony. I see. 

Mr. Wirson. We didn’t know until we had the material in our 
plant. 

Senator Moopy. If you were refused by your mills, delivery on that 
material that you could get in the gray market, is that right ? 

Mr. Witson. That is right. 

Senator Moopy. Now, of course, the material in the gray market 
originally came from some steel mill, didn’t it ? 

Mr. Wrison. That is right, sir. 

Senator Moony. And you may have heard and seen that the testi- 
mony before this committee very clearly indicates that there was a 
creat deal of steel outside, ths at was being sold through the gray mar- 
ket at prices running up to 2314 cents. ‘The previous witness said that 
steel was sold for 231% cents that came out of the mill at 5 cents. Did 
you ever press your steel mill to get steel at mill prices ? 

Mr. Witson. No, we have—do we ever press the steel mills ? 

Senator Moopy. Do you press them and say, “Look, this steel is 
ivailable to us in the gray market. How did it get in the gray mar- 
ket? Why don’t you sell it to us initially?” 

Mr. Witson. Yes: we presented that picture. 

Senator Moopy. Who is your primary supplier ? 

Mr. Wirson. Great Lakes Steel Corp. 

Mr. Moopy. Great Lakes Steel Corp. And how much do they 

supply you a year ? 

Mr. Witson. Oh, let’s see. About 1,500 tons a year, approximately. 

Senator Frrauson. How did you pass all this exorbitant price? 

Mr. Wirson. In cases like that, we contact our customer and tell 
them that there was material available on the market and if they 
wanted to pay the 1814 cents per pound, we’d have to have a letter 
of authorization from them. 
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Senator Fercvson. Then you really passed on the price ? 

Mr. Witson. Oh, yes. 

Senator Frrcuson. Had you had any war contracts? 

Mr. Witson. We have now; yes, sir. 

Senator Frrcuson. No, at that time. Did you put any of 
steel in war contracts ¢ 

Mr. Witson. No. 

Senator Moopy. But the higher prices did apply to the public, 
your making automobile parts ? 

Mr. Wirson. Yes. 

Senator Moopy. And the prices of automobiles has been been 1 
peatedly increased to the public, has it not, in the last couple of year. 

Mr. Wirson. Yes. 

Senator Moopy. Obviously you couldn’t go out and pay gray 
market prices for steel and continue to sell at ‘the same prices to you 
customers. 

Mr. Witson. Definitely not. Definitely restricted. We are not 
allowed to pay any more than mill price, on what we would produce 

Senator Feravson. That's a new rule, you say. Back in these days, 
you did pay as much as 1814 

Mr. Wurson. Even that time, Senator, we had to have consent 
all cases to pay premium prices. 

Senator Moopy. So these companies did consent to your payil o 
premium prices for steel? 


Mr. Witson. That is right, sin 


Senator Fercuson. And you assume that they passed it on to the 


consumer 4 

Mr. Witson. They had to pass in on in their product. 

Senator Frerevson. You passed it on in all cases, you think; in 
cases ¢ 

Mr. Witson. We passed it on in all cases; yes, sir. 

Senator Moopy. If you had not bought this gray-market steel wha 
would the result be ? 

Mr. Wirtson. Well, our customer would not have received the parts 

Senator Moony. Well, what happened after you ceased buying 
gray-market steel ? 

Mr. Wirson. Well, in the turn of events there, we were unable 1 
pick upa little more from our mills, and from our warehouse sources 
We still have spots in our program where we are short of materials. 
just at the present moment. 

Senator Moopy. So that the order not to take premium priced ste 
or gray-market steel came at a time when you began to get more ste 
anvway 5 is that correct. 

Mr. Witson. That is right, sir. 

Senator Moopy. Which came first, the chicken or the ego? Did the 
increase in supply come about because you refused to pay the price. 
or do you feel that that order was a partial result of the fact th: a you 
didn’t have to pay gray-market prices any more, so they just cut 
out ¢ 

Mr. Wirson. I think the fact that we refused to pay the price had 
some bearing on our particular case. We found that there was mor 
material available, suitable material available in the warehouse. 

Senator Moony. So, apparently there was a change of policy among 
your principal customers, you say last May ? 
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Mr. Witson. Last May or June, that is right, sit 

Senator Moopy. Before that, they were willing for you to pay 
market prices for steel and make up the difference to you? 

Mr. Witson. That is right. 

Senator Moopy. More recently, they were unwilling to absorb those 

gray-market prices, in that right? 

~ Mr. Witson. That is right. 

Senator Moopy. Yes, I see. 

Senator Fercuson. What about the question of scarcity of material, 
didn’t that have something to do with it ? 

Mr. Winson. Oh, yes; definitely. 

Senator Moopy. You mean—go ahead. 

Mr. Wirson. It definitely had something to do with the situation 
it that time, the scarcity of material. 

Senator Moopy. You mean it is all right to pay a gray-market price 
for material when it is scarce but it is not all right to pay it when it 
isn't scarce ¢ 

Mr. Witson. I would say it would not be right to pay gray-market 
prices at any time. 

Senator Frreauson. The capacity of those to put the heat on. 

Mr. Witson. Naturally, being a buyer—— 

Senator Moony. Isn’t it a fact, Mr. Wilson, that the sort of thing 
of condoning gray-market purchases represents, isn’t that a very 
destructive thing on the general walfare of the country and the econ- 
omy? Here you have a situation where, if prices continue to rise, 
there are naturally going to be demands for increased wages. Now, 
incidentally, we hear considerable criticism from some quarters on the 
demands for higher wages, because prices are going up. Yet it 
certainly is inevitable that if the cost of living rises, why, wages are 
going to have to go up. As a matter of fact, some of the most prom- 
nent corporations have their wage scale tied automatically to the 
increase in prices. So it is a situation where you go into the gray 
market and pay large prices for steel and take it out of the consuming 
public, it comes right around to the wage bill, raises wages again and 
fights the economy in general, 

Mr. Wiison. I agree with you. 

Senator Frerauson. How much shortage of material have you now, 
ire you in the gray market at all? 

Mr. Witson, No. Our last deal was last May, as Isay. From here 
on in we're strictly on the inside, 

Senator Ferguson. Are you familiar with the cost of production at 
the mill? 

Mr. Winson. That is right. 

Senator Frrauson. You are. 

Mr. Witson. That is right. 

Senator Moopy. Have you had to shut down at all, Mr. Wilson, for 
ack of steel ? ; 

Mr. Wurson. No. Never had to shut down on account of material 

no time. 

Senator Moony. There really couldn’t have been a gray market, 

f people hadn’t been willing to buy the steel ? 

Mr. Wison. That’s true, sir. 
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Senator Moopy. If they hadn’t been willing to buy the steel in mai 
cases, they would have had to shut down and throw people out of 
work. 

Mr. Wison. That is true and would have been true in our case. 
too. If we hadn’t gone on the gray market to get that materia! 
it probably wouldn’t have shut us down, but cut us back 50 percent 
least. 

Senator Moopy. Don’t you think if there had been a proper cli 
made by the mills, as to where their steel was going—after all 
steel mills have been supplying steel to their old customer 
primarily because new customers can’t get steel these days, ordinari|y 

If there had been a proper check made of where this steel was goiny 
by the initial suppliers, don’t you feel that the thousands and thousan: 
of tons that have shown up in these hearings in the gray market 
would have gone at mill prices to end users like yourself? And 
there wouldn’t have been any gray market ? 

Mr. Wixson. We would have certainly liked to have seen it thi: 
way. I know a little better police action on their part 

Senator Moopy. That’s what is indicated in the testimony taken i: 
various cities by this committee. 

Thank you very much for coming. 

(Witness excused. ) 

Senator Moopy. This concludes this phase of the hearing in De- 
troit. There will be an announcement in a couple of days of con 
tinuation of other hearings in another city. The committee is 
adjourned. 

(Whereupon, at 12:45 p. m., the subcommittee was adjourned, sub- 
ject to the call of the Chair.) 
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WEDNESDAY, DECEMBER 19, 1951 


Unrrep STATES SENATE, 
SUBCOMMITTER ON MopinizaTion AND PROCUREMENT OF 
THE SELECr COMMITTEE ON SMALL BUSINEss, 
Cleveland, Ohio. 

The subeommittee met, pursuant to notice, at 10 a. m. in the west 
ourtroom, third floor, Federal Building, Cleveland, Ohio, Sena- 
tor Blair Moody (chairman) presiding. 

Present: Senator Moody. 

Also present: Charles M. Noone, counsel; William D. Amis, inves- 
tigator. 

Senator Moopy. This is a hearing of the Subcommittee on Mobiliza- 
tion and Procurement of the Senate Select Committee on Small Busi- 
ness, 

This series of hearings began in July. Since that time the com- 
mittee has heard witnesses in Detroit, Pittsburgh, Chicago, and Wash- 
ington. 

A great number of small-business men have been complaining to 
the Senate Small Business Committee about their inability to obtain 
steel and other metals through normal channels of distribution. Tes- 
timony heard by the committee in its earlier hearings reflects that a 
onsiderable amount of steel is escaping from the normal channels of 
\istribution and increasing in price to the point where many small- 

isiness men are unable to buy the material. In many cases the result 
as been that small-business men have been forced out of business. 

Information received from small-business men throughout the 
country and inquiries conducted by members of our staff, “have dis- 
losed ‘the fact. that a considerable amount of high-priced steel and 

her metals is being distributed through steel brokers in the Cleveland 
rea. The purpose of these hearings is to examine the process by 
vhich steel escapes from normal channels of distribution and to ex- 
plore the possibility of reducing this type of activity to an absolute 
inimum, 

\Ve shall hear first today from a typical small-business man who has 
een unable to obtain steel through the normal mill and warehouse 
ources. We shall then trace the path of particular shipments in 
rder to determine why the prices increased in each instance through 

various chains of sales and resales. 

Our primary objective in these hearings is to eliminate the system 

ereby low-cost steels escapes from normal channels of distribution 
ind winds up as high-priced steel which small-business men are finan- 
lly unable to buy. 
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Is Mr. Frank Stevens of the Stevens Manufacturing Co., Moy 
Pleasant, Mich., here ¢ 

Mr. Srevens. Mr. Tilton is here with me. 

Senator Moopy. Will you both come forward, Mr. Stevens, 
bring any information you have with you. (Witnesses sworn.) 


TESTIMONY OF FRANK STEVENS AND WILLIAM TILTON, STEVENS 
MANUFACTURING CO., MOUNT PLEASANT, MICH. 


Senator Moopy. Will you take the witness chair, please. 

Will you state your names and addresses and business to 
stenographer. 

Mr. Srevens. Frank Stevens of the Stevens Manufacturing Co 
Mount Pleasant, Mich. 

Senator Moopy. May we have your name, too‘ 

Mr. Tizron. William Tilton, Stevens Manufacturing Co., Mount 
Pleasant, Mich. 

Senator Moopy. Which of you gentlemen wishes to speak for the 
company ¢ 

Mr. Srevens. Well, I think Mr. Tilton knows just as much about 
this thing, maybe a little more than I do. He does the figuring and 
trying to get the steel to do the work with. 

Senator Moopy. Perhaps you might answer a few questions first, Mr. 
Stevens. 

Will you state the nature of your business, please / 

Mr. Srevens. We are in the oil field business, and tanks, and we 
serve the chemical works, that’s Dow Chemical, Michigan, and othe: 
companies manufacturing tanks, and so forth. 

Senator Moopy. How many people do you employ / 

Mr. Srevens. Forty-five. 

Senator Moopy. About 45? 

Mr. Srevens. Yes. 

Senator Moopy. How long have you been in business ¢ 

Mr. Srevens. Since 1932. 

Senator Moopy. Are you having any difliculty getting materia 
now / 

Mr. Stevens. We have plenty. 

Senator Moopy. You have plenty of material, or plenty of difficult) 

Mr. Srrvens. No, we have plenty of trouble getting material. For 
2 years we didn’t get a pound of steel from the steel mills. We cou 

not buy it up here until last June: Republic came to our rescue, a 
we have been getting some since. 

Senator Moopy. So that for 2 vears you couldn’t get any steel fr 
steel] mills at all? 

Mr. Srevens. No steel from steel mills for 2 years. 

Senator Moopy. Did you have any historic record of purchases frou 
steel mills / 

Mr. Srevens. From Bethlehem, that is our only supplier. 

Senator Moopy. And Bethlehem cut you off? 

Mr. Stevens. Bethlehem cut us off. 

Senator Moopy. I see. You finally got some steel from Repub! 
Do you get all the steel you need from Republic ? 

Mr. Stevens. No. 


/ 
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Senator Moopy. What proportion of steel do you get from Re- 
public ¢ 

Mr. Srevens. In the last 3 months from Republic, that’s taking 
the last quarter, that’s October, November, and December—— 

Senator Moopy. Of this year? 

Mr. Srevens. Of this year, we haven’t received— we got 70 tons. 

Senator Moopy. Have you received any CMP tickets? 

Mr. Stevens. Yes, we received them. We got them last June. 

Mr. Tirron. When the program started. 

Mr. Srevens. When the program started. And the first 3 months 
of it, that’s July, August, and September, we couldn’t get anybody 
to take a pound of it. 

Senator Moopy. Is your work considered to be defense-related ? 

Mr. Srevens. Well, you can call the oil field, if you want to, 
and Dow. 

Senator Moopy. But you do not have a DO order? 

Mr. Stevens. No. 

Senator Moopy. You do not? 

Mr. Stevens. No. We have tried to get some, but we can’t. 

Senator Moopy. Has there been a cut-back applied by NPA to 
your industry 4 

Mr. Stevens. Yes. 

Senator Moopy. There has been? 

Mr. Stevens. Yes. 

Senator Moopy. What has that eut-back been, Mr. Tilton? 

Mr. Titron. Well, the last order we put in for CMP was 303 tons. 
We were cut to 130 tons. 

Senator Moopy. Did that mean you got the steel ? 

Mr. Tivron. No; that’s for the first quarter of 1952, we have been 
able to place 130 tons. 

Senator Moopy. You have been? 

Mr. Tirron. We have. 

Senator Moopy. Up to now you have not been able to place it? 

Mr. Tirron. Not the entire allocation we have received. We have 
been fortunate in placing some of it, but not all of it. 

Senator Moopy. Where have you been getting your steel ? 

Mr. Tivron. The steel has been coming from warehouses. 

Senator Moopy. Did you ordinarily buy from mills or from ware- 
iouses ¢ 

Mr. Turron. Well, there is a certain amount of steel we use that 
omes from the mill, and then there are special jobs that we can’t 
uticipate the size and the dimensions of the steel, and, consequently, 
we have to order it from the warehouse in that respect. 

Senator Moopy. That’s on a normal operation 4 

Mr. Tinton. Yes. 

Senator Moopy. Have you been getting all of your steel from ware- 
houses now ¢ 

Mr. TILTON. Well, the biggest share that we have been able to get. 

Senator Moony. Have you had to pay Ingh prices for it? 

Mr. TILTon. We will hot pay high prices. We have had to turn 
iown jobs for that reason. 

Senator Moopy. You have had to turn down jobs. Have you laid 
invbody off ? 

Mr. Tirtron. No. 
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Senator Moopy. You haven't / 

Mr. Triton. No. 

Senator Moopy. How seriously has the inability to get steel ha 
pered your business ¢ 

Mr. Tirron. Oh, I would say that through the normal expansio. 
of any business, we haven’t been able to expand as we should. 

Senator Moopy. You haven’t been able to expand, but have you bee: 
able to carry on your business ¢ 

Mr. Titron. Yes; we have been able to carry on the business. It i. 
a highly competitive market. We have to compete, especially 0: 
the tanks in the oil field, and for the chemical industry. They cone 
in and they make an inquiry for a quotation on a particular job. 

Senator Moopy. I understand you had not paid any high prices? 

Mr. Tirron. No. 

Senator Moony. But that the inability to get steel had handicappe: 
your business considerably; is that right? 

Mr. Titron. Yes, it has. 

Senator Moopy. Will you tell us how? 

Mr. Tittron. Well. as I started to say, our large jobs go out on quota 
tion. In other words, we are quoting against larger companies that 


are able to get mill steel. We have to go in with the warehouse price, 


which, consequently, throws our price higher. 

Senator Moopy. Ordinarily you bought from the mills? 

Mr. Tirton. We buy the biggest share of it; yes. 

Senator Moopy. What reason was given you by Bethlehem fo 
cutting you off, Mr. Stevens? 

Mr. Stevens. We do not know. 

Senator Moopy. When were you cut off? 

Mr. Srevens. About 2 years ago last February. 

Senator Moopy. Where did you obtain your steel then after yo 
were cut off ? 

Mr. Srevens. From warehouse. 

Senator Moopy. What effect did that have on your business ? 

Mr. Srevens. Well, it hurt us. 

Senator Moopy. In what way ? 

Mr. Srevens. Well, in 4 months we had jobs enough there to amount 
to $250,000 for the work, and we had to throw it all out. 

Senator Moopy. You had to throw out $250,000 worth of work be 

cause you could not get steel ? 

Mr. Srevens. We could not get steel. 

Senator Moopy. Have you ever been accused of reselling your stee! 

Mr. Stevens. No, sir. 

Senator Moopy. Have you ever resold any steel ? 

Mr. Srevens. No, sir. 

Senator Moopy. So that—— 

Mr. Srevens. Excuse me there. We have a lot of little small weld 
ing shops around there will come in and want a little bar of steel or « 
little piece of steel which, of course, we may sell them, a small pie: 
of it. 

Senator Moopy. But you have never sold as much as a ton of steel. 
resold it ? 

Mr. Stevens. No. 

Senator Moopy. So that the reason for Bethlehem cutting you of! 
was not because they thought you were a gray marketeer in steel’ 

Mr. Srevens. No. 


hav 
that 


qua 
M 


‘ 


s 


\ 








STEEL GRAY MARKET 315 


Senator Moopy. With what steel company have you placed your 
der for the first quarter of 1952? 

Mr. Stevens. Bethlehem—excuse me, Republic. 

Mr. Tirron. Republic and Great Lakes. 

Mr. STEVENS. a and Great Lakes. 

Senator Moopy. Republic and Great Lakes ? 

Mr. Srevens. Great Lakes took 30 tons, and Republic took 100 tons. 

Senator Moopy. And they will supply you that steel ? 

Mr. Stevens. Yes. 

Senator Moopy. What is the name of the warehouse from which you 
have been buying your steel ? 

Mr. Trrron. Summitt Steel, Ryerson, Castle Steel. 

Mr. Srevens. United States Steel warehouse. 

Mr. Turron. United States Steel warehouse, and Jones & Laughlin. 

Senator Moopy. How much have you paid for it? 

Mr. Tirron. Normal warehouse price. 

Senator Moopy. Now, in this 2-year period you have been able to 
vet all the steel you needed from the warehouses ? 

Mr. Srevens. No. 
a Senator Moopy. You have not. 
e, Mr. Stevens. No. 

Mr. Titron. It’s just like the regular warehouse procedure, they 
have so many customers, that I don’t believe there is any one customer 
that is getting all he wants. We get our proportion. 

Senator Moopy. How much steel did you ask for for the current 
quarter, the fourth quarter of 19514 

Mr. Tuzron. I don’t recall just offhand what that was. 

Senator Moopy. Well, did you get all the steel you wanted for this 
quarter ? 

Mr. Srevens. For the coming—— 

Senator Moopy. For the current quarter, the fourth quarter of 1951? 

Mr. Srevens. No. 

Senator Moopy. You did not? 

Mr. Stevens. No. We have been—we were supposed to get through 
in allotment of 105 tons, and we got 70. 

Senator Moony. This was the Government allotment of 105 tons? 

Mr. Srevens. That was the allotment. 

Senator Moopy. You were able to get 70 tons from warehouses ? 

Mr. Trurox. From mill. 

Senator Moony. From mill? 

Mr. Srevens. From mill, from Republic. 

Mr. Trrron. Republic has been our lifesaver as far as getting mill 
steel is concerned; they have done very well by us. 

We are in a highly competitive market, and you are bidding against 
ompanies that have mill supply. And in order to keep in line with 

( the quotation that they have, we have to have a mill supply also. 

Senator Moopy. My understanding of your testimony is that you 
ould not pay gray-market prices because if you did you couldn’t sell 
your products; is that correct? 

el. Mr. Trrron. That's correct. We refuse to pay that price. 

Senator Moopy. But you say you have had $250,000 worth of busi- 
Ness that you had to turn down because you couldn’t get steel; is that 
night? 


Mr. Srrevens. Yes. 
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Mr. Noonr. At what prices were you offered this high-priced steel / 

Mr. Trnron. Ranging from $10.95 to about $13.25, as I reeall, a 
hundred. 

Mr. Noonr. What was the mill or the warehouse price on sucli 
steel ¢ 

Mr. Tivron. The warehouse price on that steel laid in Moun 
Pleasant, that is, including the freight, would run around—betwee; 
$7.50 and $7.50, depending on the quantity. 

Senator Moopy. What about the mill price of that steel 

Mr. Tinron. The mill price was about five. 

Senator Moopy. So that you were offered 5-cents-a-pound steel fo) 
more than 13 cents a pound ¢ 

Mr. Tivron. That’s right. 

Senator Moopy. You didn’t buy any of it 4 

Mr. Tinton. No. We refused. We can’t. 

Mr. Noone. What companies were offering this steel to you? Were 
they Cleveland concerns 4 

Mr. Titron. No; they weren’t Cleveland, they were Chicago con- 
cerns. 

Mr. Noone. How did they approach you? 

Mr. Tinron. We approached them. There was a list mailed out 
to us, and there was one particular job that I was bidding on and | 
needed some 1-inch plate, and I had this list, this stock list came i: 
tome through the mail, and I called them and it was $10.95 a hundred. 

Mr. Noone. Do you recall the name of that company ¢ 

Mr. Titron. That would be f. 0. b. Chicago. 

Mr. Noonr. Do you recall the name of that Chicago company ? 

Mr. Tivron. I couldn't say for sure, but I believe it was Canal 
Steel. 

Senator Moopy. What other companies have offered you high- 
price steel ? 

Mr. Tinron. North American Steel Products. 

Senator Moopy. Did you ever buy any steel, or were you ever 
offered any steel by the Howard Steel Co. of Chicago? 

Mr. Tiron. Not to my recollection. 

Senator Moony. How about the Emergency Steel Sales at Chicago‘ 

Mr. Tirron. Not to my recollection. 

Senator Moopy. Can you give us the names of any other companies 
that have circularized you? 

Mr. Srevens. Their circularizations come out. We get them once 
a week. We don't pay too much attention to them. We know it !s 
high-priced, and we just throw it in the wastebasket because we cant 
bid on those jobs. e 

Mr. Noone. That is a mimeographed circular that comes throug! 
the mail? 

Mr. Srevens. Yes. 

Mr. Noone. Are there any prices ever mentioned on those ? 

Mr. Stevens. No; you have to contact them. 

Senator Moopy. Are you still getting those circulars? 

Mr. Stevens. Yes. 

Senator Moopy. All right; thank you very much, sir. 

(Witness excused. ) 

Senator Moopy. Is Mr. Chester R. Thompson here? 

Mr. TrHomeson. Present. 

Senator Moopy. All right, Mr. Thompson. (Witness sworn 
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TESTIMONY OF CHESTER R. THOMPSON, SECRETARY AND ACTING 
MANAGER OF THE CLEVELAND METAL STAMPING C0., CLEVE- 


LAND, OHIO 


Senator 
please, Mr. . 
Mr. Tompson. 


Moopy. 


Will you state your name, address, and business, 


Phompson. 


Chester R. Thompson, secretary and acting man- 


ager of the Cleveland Metal Stamping Co., at 3110 Payne Avenue, 


Cleveland. 
Senator 
you make, Mr. 
* Mr. THompson. 
Senator Moopy. 


Mr. THOMPSON. 
Senator Moopy. 
Mr. THompson. 
Moopy. 


Mr. ‘THompson. 


Senator 


ton of sheet. 


Senator Moopy. 
Mr. Tompson. 
Senator Moopy. 
Mr. ‘THompson. 
Moopy. 
Mr. Thompson, or 


Senator 


Mr. Tompson. 


Mc MODY. 


What do 


You are a Cleveland manufacturer. 


‘Thompson ? 


We are in the job stamping business mainly. 

In the job stamping business ¢ 

That’s right. 

You are a user of steel, are you ? 

Yes, sir. 

How much steel do you use a quarter? 

Oh, I would say between three and four hundred 


How many people do you employ ? 

About 35. 

Thirty-five people ¢ 

Yes. 

Is your work, part, defense-supporting work, 
are you merely a civilian manufacturer ¢ 

I would say we are, inasmuch as our main product 


isused asan MRO product in the steel mills. 


Senator Moopy. 
Mr. Thompson. 
Moopy. 
Mr. Thompson, 


Senator 


ingots in the steel 
Senator 
contracts ¢ 
Mr. Thompson. 


Moopy. 


It is? 

Yes, sll 

You mean in building new steel mills? 

It’s used in the pouring of the ingot molds, the 
mill. 

Have you been able to get steel to carry out your 


We had a pretty tough time early this vear and 


the latter part of last year in getting material. 


Senator Moopy. 


Mr. Trompson. 
Republic Steel Corp.., 


Senator Moopy. 


Mr. Thom PSON, 
Senator Moopy. 


from the mills? 


Mr. Thompson. 
Senator Moopy. 
Mr. Trompson. 


much, 
senator 


he mills ¢ 


Mr. Thompson. 


e] ible 


Tl 


difficulty. 


of balance. 
Senator Moopy. 


92785 yy 


Moopy. 


m2 21 


W he re do you get your steel ? 

We got some from United States Steel, some from 
treat Lakes Steel, Jones & Laughlin. 

Do you ordinarily buy steel directly from the mills 4 
Yes, sir. 


W hat proportion of your total do you usually buy 
Oh. I would say 90 percent. 

Have you been able to get steel from mills lately ? 
Yes; right now the situation has eased up very 


Have you been able during 1951 to get steel from 


As I said, earlier in the vear we have had consid 
The mills were running 30 and 60 davs behind 


ieir delivery schedules, and that naturally threw our schedules out 


Have you had to pay any high prices for steel ? 





318 STEEL GRAY MARKET 


Mr. Tompson. I have on one or two occasions; yes. That's a rela- 
tive term. What do you mean by high prices ? 

Senator Moopy. What is the highest price you ever paid for steel / 

Mr. Tuomeson. I think around 15, 16 dollars. 

Senator Moopy. $16 a hundredweight ? 

Mr. THompson. That’s right. 

Senator Moopy. Have you bought steel from the Reserve Steel Co., 
of Cleveland? 

Mr. Tuompson. Yes, sir. 

Senator Moopy. You have ‘ 

Mr. Tuompson. Yes, sir. 

Senator Moopy. Did you ever buy 19,680 pounds ¢ 

Mr. Tuompson. I think that’s the item. 

Senator Moopy. At $16.75 a hundredweight ¢ 

Mr. Tuompson. That’s right, for part of it, and $15.75 for another 
part of it. 

Senator Moopy. What would the mill price on that steel be? 

Mr. Tuomrson. Oh, between 5 and 6 dollars, depending on the 
f. o. b. point, and that sort of thing, and the gage and size. 

Senator Moony. So that this is roughly triple the normal price of 
the steel; is that right? 

Mr. ‘THompson. That’s right. 

Senator Moopy. Why did you buy that steel ? 

Mr. Tompson. Because at that time I had about 1 week’s suppl) 
of material on the floor. 

Senator Moopy. You would have had to shut down your plant if 
you had not been able to get that steel; is that right? 

Mr. Tuomrson. I believe so, yes, We cannot afford to pay that 
kind of a price for steel indefinitely. I mean, you can buy one or 
two items like that in a year, in your over-all tonnage, but we couldn't 
afford to pay that price for steel normally. 

Senator Moopy. But you did have to buy it in these instances; is 
that right? 

Mr. THompson. That’s right. It was either that or close down. 

Senator Moopy. Either that or close down, is that right, so you paid 
the price? 

Mr. Tompson. That’s right. 

Mr. Noone. In how may instances in the past year would you say 
you have had to buy steel from these people ? 

Mr. Tuomeson. To the best of my knowledge, two. 

Senator Moopy. Did you get both of them from the Reserve Steel 
Co. 

Mr. Tuompson. No, sir. 

Senator Moopy. From whom else did you buy steel ? 

Mr. Tuompson. Mercury Iron & Steel Co. 

Senator Moopy. Mercury Iron & Steel Co. ? 

Mr. Tuompson. That’s right. 

Senator Moopy. How much did you pay them ? 

Mr. THompson. $12 a hundredweight. 

Senator Moopy. How much steel did you buy ? 

Mr. THompson. That was only 3,817 pounds of that item. 

Mr. Noone. You state that at times when you were pressed for this 
steel you couldn’t get it through your normal sources? 
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Mr. THompson. That’s right, the mills were running way behind 
their delivery schedules. 

Mr. Noone. Do you know where Reserve Steel, 
tained the steel that you bought from them ¢ 

Mr. Tuomrpson. No, sir. I don’t. 

Senator Moopy. Did you ask them ? 

Mr. Tuompson. No, sir. 

Senator Moopy. What was the date of the Reserve Steel purchase ? 

Mr. Tompson. It originally was purchased on June 8. 

Senator Moovy. How did you get in touch with Reserve Steel ? 

Mr. Truomrson. I can’t recall exactly, whether I was called on 
that, or just exactly what the circumstances were. 

Senator Moopy. Do you get the circulars that 
erally ¢ 

Mr. Toompson. Oh, yes, you get circulars right along. 

Senator Moony. F rom the gray mi irket ¢ 

Mr. Tuompson. I don’t know whether they are from the gray 
market or not. Normally, we try to buy, and we do buy quite a bit 
of smaller strip steel from warehouses, and we try to st: Ly close to 
the warehouses we have been doing business with for a period of 
years, 
~ Senator Moopy. Thank you very much, 

(Witness excused. ) 

Senator Moopy. Is Mr. Lester Wien here ? 

Mr. Wauzer. Mr. Chairman. my name is Sam Walzer. 
«| for the Reserve Steel. a 
shoul | be here any minute, s 

enator Moony. All right. 

I should like to take this op portunity to express my appreciation 
to Senior Judge Paul Jones of the United States district court for 

s kindness and generosity in allowing the committee to use his 
court room for these hearings. 

I would also like to express the appreciation of the committee for 
the very efficient and generous cooperation afforded our staff by Mr. 
\lvin J. Sutton, Director of Public Safety, and his assistants. 

The United States marshal has also proved very he ‘Ipful in arrang- 
ng today’s hearings and we want to thank him and his assistants. 

Mr. Creighton Miller, District Enforcement Director of the Office 
of Price Stabilization has rendered valuable assistance to our staff in 
preparation for these hearings. I would like to commend especially 
energy and resource fulness of the agents under Mr. Miller's 
Ke r'vision., 

- William A. Barnes. Mr. John W. Scott. 
in you the officer of Langenau Steel ? 
Mr. Scorr. Langenau Manufacturing Co. 


ob- 


for example, 


are sent out gen- 


Mr, 


Thompson. 


lL am coun- 
nis on his way downtown and 


the 


Senator Moony. 


M r. Scorr. 


Mr. Mr. 


SCOTT. 


Senator Moopy. 


Mr. Scorr. Mr. 
Senator Moopy. 
Mr. Scorr. 


Mr. 


What is your name, sir? 


John W. Scott. 
Senator Moony. 


Is Mr. Barnes present ? 

Barnes is not present. 

Whom did you bring with you? 

Zinser, the purchasing agent of the company. 
Will vou ask him to come forward ? 

Zinser. (Witnesses sworn.) 
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TESTIMONY OF R. F. ZINSER AND JOHN W. SCOTT, LANGENAU M 
MANUFACTURING CO., CLEVELAND, OHIO nor! 
» 

Senator Moopy. State your name and your address. stee. 

Mr. Zinser. Would you like a list of the purchases? 

Senator Moopy. Yes, sir; that’s what we want. 

I was about to ask you for that. 

Mr. Zinser. We are from the Langenau Manufacturing Co. 

. F. Zinser. 

Mr. Scorr. My name is John W. Scott. 

Senator Moopy. And the address of your company, please 4 

Mr. Zrnser. 8403 Franklin Boulevard, Cleveland. 

Senator Moopy. Will you tell us the nature of your business / 

Mr. Zinser. Casket shell hardware, and trunk and luggage hard 
ware, 

Senator Moopy. What are your normal sources of steel supply, M 
Zinser ¢ 

Mr. Zinser. Normal sources ? 

Senator Moopy. Yes. 

Mr. Zrnser. Well, from the mill, when it’s available and the deliv 
eries are adequate, otherwise from jobbers such as we have listed 
here. 

Senator Moopy. I see. What type of steel do you buy? 

Mr. Zinser. We buy cold-rolled strip steel, cold-rolled sheets, hot 
rolled, pickled and oiled sheets, and also what is called cold-rolled 
flat ae: 

Senator Moopy. To what extent have you been able to fill you 
requirements in the last year? 

Mr. Zinser. I would say normally, about 90 percent. 

Senator Moopy. 90 percent ? 

Mr. Zinsser. Yes. 

Senator Moopy. Have you had—— 

Mr. Zinser. We have had to substitute some sizes. 

Senator Moopy. What is the highest price you have ever paid fo. 
steel ¢ 

Mr. Zinser. I would say in the neighborhood of 13 cents. 

Senator Moony. Thirteen cents a pound ¢ 

Mr. Zrnser. Yes. 

Senator Moony. How much would that steel cost ordinarily / 

Mr. Zinser. Well, back 

Senator Moopy. What was the mill price for that steel at the tin: 
you paid 13 cents for it ? 

Mr. Zinser. Oh, I would say in the neighborhood of 61% cent: 

Senator Moopy. Six and one-half cents. What would the wa 
house price be for that steel ? 

Mr. Zrnser. The warehouse price? 

Senator Moopy. Yes. 

Mr. Zinser. Well, that’s about what we paid. 

Senator Moopy. About 614 cents? 

Mr. Zrnser. No, in the neighborhood of 12 or 13 cents woul 
the warehouse price. 

Senator Moopy. The normal warehouse price? Isn’t that a rat 
unusual mark-up for a warehouse ¢ 
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Mr. Zinser. What do you mean by normal? I don’t know what 
normal means nowadays. 
Senator Moopy. What is the ordinary warehouse price for that 
steel ? 
Mr. Zrnser. Oh, I would say in the neighborhood of 8 to 9 cents 
Senator Moopy. Eight to nine cents, and you paid a premium of, 
roughly, 4 to 5 cents on the steel; is that right ? 
Mr. Zrnser. Yes, sir. 
Senator Moopy. Where did you buy that steel ? 
Mr. Zinser. Well, that was bought from an Elyria concern, 
don’t recall their name offhand. 
Senator Moopy. An Elyria concern 4 
Mr. Zinser. I don’t think you will find it on that list. 
Senator Moopy. Why not 4 
Mr. Zinser. Brown ‘Tube, something. 
Senator Moopy. Well, did you ever buy any steel from the Sterling 
Steel Co., of Cleveland ¢ 
Mr. Zinser. One or two lots from Sterling. 
Senator Moopy. How much did you pay them ? 
Mr. Zinser. I remember Sterling Steel, we paid 1414 and 12 cents 
, pound. 
Senator Moopy. So that you paid above 14 cents a pound; is that 
cht? 
Mr. Zinser. 1414 for one lot, and 12 cents a pound for another. 
Senator Moopy. Now, what proportion of your steel were you get 
i from the warehouse ? 
Did you consider this a normal warehouse deal 
Mr. Zinser. This—— 
Senator Moopy. This steel you got from Sterling / 
Mr. Zinsser. No. 
Senator Moony. You did not? 
Mr. Zinser. I wouldn’t consider it a normal warehouse deal: no. 
Senator Moopy. How did you get in touch with the Sterling 
tee] ( 10. ¢ 
Mr. Zinser. Oh, I have known Mr. Kahn for a good many years, 
| they are listed as steel jobbers, and we find them among the steel 
supphers. 
Senator Moony. So you went to them for the steel: is that nght ¢ 
Ir. Zinser. Oh, ves, 
senator Moopy. They didn't solicit you? 
Mr. Zinser. No; I went to them. 
Senator Moopy. You went to them and rot the steel ? 
Mr. Zinser. Yes. 
Senator Moopy. Did you ever buv steel from the Bay Steel Co., 
Detroit Road, Rocky River, Ohio? 
Mr. Zinser. Yes, sir. 
Senator Moopy. How much did you pay them for the steel? 
Mr. Zinser. Oh, anywhere from 8 to 12 cents. It’s on that list 
There l indicating |. 
Senator Moony. Now, this list shows you paid for at least two lots 
346; is that correct? 
Mr. Zinser. From who? 
Senator Moony. For at least two lots you paid at least 1314 from 
the Bay Steel Co. ? 
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Mr. Zinser. From Bay Steel ? 

Senator Moopy. Yes. 

Mr. Zinser. Yes; there is $13.50 for one lot. 

Mr. Scorr. May I interrupt a moment to state that Mr. Zinser }\as 
personally prepared the exhibit which he has given you as indicatiy, 
of his purchases during this period. 

Senator Moopy. I see. 

Mr. Scorr. And it’s made from the records of the company. 

Senator Moopy. We will admit this to the records of the committee. 

I just wanted to bring out the fact that you were paying above 
13 cents a pound for the steel, and you say the normal price of that 
steel would be around 6 cents from the mills? 

Mr. Zinser. Well, let’s see, 6 to 7 cents for that $13.50 item there. 

Senator Moony. Did you have to raise the price of your product! 

Mr. Scorr. Will you direct those inquires to me rather than M 
Zinser ? 

Senator Moopy. Yes, sir. All right, Mr. Scott. 

Did you have to raise the price of your product during this period? 

Mr. Scorr. No; we did not. 

Senator Moopy. You did not? 

Mr. Scorr. That’s right. 

Senator Moopy. So that you simply absorbed the higher prices of 
steel in your operating costs; is that right? 

Mr. Scorr. As a matter of fact, I don’t think—hasn’t there been 
a freeze on since January 1,1951? I think everybody has been froze: 
to their prices on a product such as we have, a « atalog product serving 
an industry, so we haven’t raised our prices at any time during the 
year. 

Senator Moopy. Has the shortage of steel had a damaging effect 
your business ? 

Mr. Scorr. Well, probably not so much as taxes have. [Laughter. 

Senator Moopy. Not as much as taxes? 

Mr. Scorr. That’s right. 

Senator Moopy. I think that’s a pretty good answer. 

You believe, of course, that you ought to pay your fair share ot 
arming the United States? 

Mr. Scorr. We are doing that, I believe, sir. 

Senator Moony. I am sure you are. That may be the cause of y 
complaint. 

All right; thank you very much. 

Mr. Scorr. May I leave now? 

Senator Moopy. You may. 

Mr. Scorr. Thank you. 

(Wi itness exc used.) 

Senator Moopy. We will take a 5-minute recess, 

(Recess had.) 

Senator Moopy. Is Mr. Wien here? 

Mr. Wauzerr. No; he isn’t, sir; he should be here any second. 

Senator Moopy. Where is your client ? 

Mr. Wauzer. He is on his way here, sir; I assure you of that. 

Senator Moopy. He was subpen: ved for 10 o’clock this morning. 

Mr. Warzer. That he was, sir. But we have had some very difl- 
cult weather in town, and he lives out in one of the suburbs. 
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Senator Moopy. But I thought you said he was already parking 
his car? 

Mr. Wauzer. So he was, sir. He was parking his car at one of the 
downtown garages, and was on his way over here. All I can do is 
apologize. 

Senator Moopy. That is all right. You see, we are developing this 
ina regular way. We have about 15 witnesses waiting, and 

Mr. Warzer. And we haven’t got much time. 

Senator Moopy. That’s right. 

Mr. Wauzer. He is coming now, sir. 

Senator Moopy. Mr. Wien, will you come forward, please / 
ness sworn.) 


TESTIMONY OF LESTER WIEN, STEEL BROKER, RESERVE STEEL 
CO., CLEVELAND, OHIO 


Senator Moopy. Will you state your name and business, please ? 
Mr. Wien. Sorry I am late. 

Senator Moopy. The weather was bad; we understand that. 
Mr. Wien. Lester Wien. 

Senator Moony. Your address and business, please ¢ 

Mr. Wren. 1214 NBC Building. 

Senator Moopy. What is the nature of your business, Mr. Wien? 
Mr. Wien. Brokerage of steel. 

Senator Moopy. You are a steel broker? 

Mr. Wren. I handle some aluminum scrap and steel scrap. 
Senator Moopy. What is the name of your company ? 

Mr. Wren. Reserve Steel Co. 


(Wit- 


Reserve Stee Company 


W. View qiara 


19,660 LBs. 
@ $7.50 


Cwr 


I .Formman 
Pirrs wR 
PA. 


19,680 CBS. 
@ 48.50 wr 


10,3Z0 4BS. 
@ $8.58 cwr 


Haron Sree. 
Propucrs 
Fareece, A. 
ZLose Bs. 


13.748 8s. 


Hy Wamsréin 
Co. (Scrap) 
CreveLAnd 

1327o .Bs, 
@ 4225 ewr 


Reserve 
Sreec Co 
CrevercaAnp 


4 L Bo «8s. 
43.00 CWT 


(0,320 «865. 


@Fi4.7S Cwr 


2/e3e +65. 
@ $7.70 cwr 


13745 18s. 
@ F10.50 ewr 


13,2To Bs. 
@) 34.50 Cwr 


Cleve LAND 
METAL 
STAMPING Co 


19,680 LBs. 
$ISIS To 
416.75 CwT 


Careers Conr. 
Sveacust N.Y 
10,320 1.85. 
@ $18.00 ewr 


A.PR Paars Co. 
Tacedo, O. 

347715 “Bs, 
C $)2.00 Cw 


Mise Smes G 
Cr evetanp 


13,270 48S. 
®@F i,.00o cwr 


Senator Moopy. Reserve Steel Co. of Cleveland. 

Did you bring your records here that were subpenaed ¢ 
Mr. Wren. I have some records, sir. 

Mr. Wauzer. He has all his records, sir. 
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Senator Moopy. Will you let Mr. Amis, of the committee, aye Se 
them, please ? , I cuse, 
Mr. Wien, you are a broker of steel. Do you own a warehouse ? 
Mr. Wien. No, sir. , 
Senator Moopy. You don’t have a warehouse ? 
Mr. Wren. No, sir; just a public warehouse. 
Senator Moopy. You use a public warehouse when you have stee]/ 
Mr. Wren. Yes, sir. 
Senator Moony. How much steel did you deal in last year? 
Mr. Wien. Lean give you the approximate figures. Approximate] 
2,900,000 pounds. 
Senator Moopy. Two million, nine hundred thousand pounds? 
Mr. Wien. Yes, sir. 
Senator Moopy. That is your principal business, is it? Steel? 
mean, aluminum is 2 sideline with vou ¢ 
Mr. Wien. I wouldn’t—IVd say it is; yes, sir. 
Senator Moopy. What are your main sources of steel ? 
Mr. Wier. The main sources? Oh, other brokers. Once in 4 
while surplus out of a plant, warehouses. Se 
Senator Moopy. Do you have any steady mill supplier of steel / Mi 
Mr. WIEN. No. sir. se 
Senator Moopy. You don't. You buy steel where you can find it/ Mi 
Mr. Wien. That’s right. Se 
Senator Moopy. ‘To whom do you sell steel, chiefly ? stee] 
Mr. Wren. Chiefly end users, manufacturers. 
Senator Moopy. Chiefly end users ? 
Mr. Wien. That’s right. 
Senator Moony. I see. So you are a dealer in steel, who obtains 
steel for end users; is that right‘ poun 
Mr. Wren. Yes, sir. Mi 
Senator Moopy. Ordinarily, do you seek out the end user with steel, Sel 
or do they come to you and ask ‘you to get steel for them ¢ i pou 
Mr. Wien. It is usually offered to us. We don’t try to obtain it. My 
Senator Moopy. The steel is offered to you 4 rial, ; 
Mr. Wren. Yes, sir. . 
Senator Moony. I see. And you buy it if you think it is a good 
buy: is that right ? 
Mr. Wien. Yes. I have not bought much surplus from plants. 
Senator Moopy. Do you ordinarily have an order for steel bef 
vou buy it ¢ 
” Mr. Wien. No, sir. 
Senator Moopy. You do not. You buy it and then sell it where \ 
can ¢ 
Mr. Wren. Yes. 
Senator Moopy. Now, what is the highest price you have sold ste 
for in 1951? 
Mr. Wren. Around $15.25 a hundredweight. 
Senator Moony. $15.25 is the highest # 
Mr. Wren. Yes. ind } 
Senator Moopy. Have you sold any steel to the Cleveland Met the bi 
Stamping Co. ? Sel 
Mr. Wren. Yes, sir. Wien 
Senator Moopy. What is the highest price you have sold them for! Mr 
Mr. Wren. $16.75; $15.25, $16.75. 
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Senator Moopy. Did you ever sell any to the Carriers Corp. of Syra- 


use, N. Y.? 


il 


Mr. Wren. Galvanized steel. 

Senator Moopy. How much was that? 

Vr. WHEN. Well, there is one sale of 1S cents on our book * and one 
20 cents, but there was a commission. ‘The 20-cent deal was through 


yneone else, through another broker. 


Senator Moopy. Isee. What other broker? 

Mr. Wien. But our book shows the 20 cents. 

Senator Moopy. What other broker was that 7 

Mr. Wren. A fellow in Chicago. 

Senator Moopy. What was his name? 

Mr. Wien. A fellow by the name of Mel Stirling. 

Senator Moopy. Was that the Sterling Steel Co.. or is that sunply 


his name ¢ 


st 


Mr. Wien. No, Mel Stirling Expediting. 

Senator Moopy. And he is an expediter / 

Mr. Wren. That is the name of his company. He is a broker. 
Senator Moopy. Who was that sale to 4 

Mr. Wien. That was Lennox Furnace Co. 

Senator Moopy. That was what? 

Mr. Wien. Lennox Furnace Co. 

Senator Moopy. So did he obtain the buyer or the seller for that 
eel / 

Mr. Wien. He had the buyer. 

Senator Moopy. He had the buver ? 

Mr. Wren. Yes. 


Senator Moopy. So he was able to place the steel for 20 cents a 


pound ? 


Mr. Wren. I believe that was it. 
Senator Moopy. And he said that he would find a buyer for 2 cents 


i pound— 


Mr. Wien. No, he had the buyer. They were looking for the mate- 
il, and asked whether we could supply it. He had the people that 


wanted the material, 


ul 


Senator Moony. I see. 
Mr. Wren. And asked whether we could have the material avail- 
le, 


senatol Moopy. And you sold it to him for IS cents, and he charged 


hem ZO cents / 


Mr. Wren. That’s right. 

Senator Moopy. Is that right ? 

Mr. Wren. Yes. 

Senator Moopy. So he took a 2-cent commission for finding—— 

Mr. Wien. I'd say roughly, yes, sir. 

Senator Moopy. For providing you with a buyer. 

Mr. Wren. A seller. 

Mr. Wauzer. May I clarify it? He sold for 20 cents to the end user 
d paid this fellow in Chicago 2 cents commission. In other words, 


the billing price to the end user was at 20 cents a pound, as indicated, 


it 
\\ 


Senator Moopy. Now, where do you get your steel, chiefly, Mr. 
jen? Can you give us your main sources of supply of steel ? 
Mr. Wien. I don’t have any main sources. 
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Senator Moopy. You don’t have any main sources. You simply— 
there is a wide number of brokers and warehouses / 

Mr. Wien. Wherever offerings are available. 

Senator Moopy. Wherever you feel it is a good offer, you buy it 
that right? 

Have you dealt with Mr. Forman, of Pittsburgh ? 

Mr. Wien. We made a few purchases from him; yes, sir. 

Senator Moopy. How much did you pay Mr. Forman for steel / 

Mr. Wien. Mr. Amis has that information. He has a lot of in- 
voices. 

About 14 cents. There were three purchases, I believe. I was just 
trying to figure one, because it was—there was one at 10.25 

Senator Moopy. ‘That was 20,360 pounds at 10.25; is that right / 

Mr. Wien. That’s right. 

Senator Moopy. And what was the other? 

Mr. Wien. One was 13 cents plus freight—there were two of them 
13 cents plus freight in Pittsburgh; that would be about 13.75 or 14 
cents. 

Senator Moopy. Now, did you take physical possession of that stee! 
when they charged you plus freight / 

Mr. Wien. No. 

Senator Moopy. You didn’t? 

Mr. Wien. No. 

Senator Moopy. Did you sell it plus 

Mr. Wien. We sold it on a delivery basis. We paid the freight. 

Senator Moopy. You paid the freight ? 

Mr. Wien. Yes, sir. 

Senator Moopy. I see. Now, you paid the freight from where? 

Mr. Wien. Pittsburgh, roughly. 

Senator Moopy. From Pittsburgh. Was it still in Pittsburgh at 
the time? 

Mr. Wien. It was located there; yes. 

Senator Moopy. Did Mr. Forman ever have physical possession of 
the steel himself? 

Mr. Wien. I believe he did. 

Senator Moopy. He did? 

Mr. Wren. I think he did; yes. 

Senator Moopy. Well, do you know whether Mr. Forman has 
warehouse ? 

Mr. Wien. I couldn’t tell you. 

Senator Moopy. For your information, Mr. Forman is a broker 11 
Pittsburgh, who has an office and telephones, and sometimes sells stee! 
without ever having possession of it. 

We had in Chicago testimony of one chain of dealings which indi- 
cated Mr. Forman was one of a daisy chain of steel brokers, who 
never saw or had possession of the steel, but bid the price up in each 
case. 

Now, in the particular case here, we did not bring these witnesses 
in, because they have already testified. We have already had thi 
information before the commitee, but in the particular sale that you 
refer to, the 13 cents and the 14.75 

Mr. Wien. They all went to end users. We did not sell to brokers. 

Senator Moopy. From you? 

Mr. Wren. From us; that’s right. 
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Senator Moopy. But for the record it should show that they came 
from Mr. Forman, and Mr. Forman had gotten them from the M. & 
£. Co., of New Cumberland, W. Va., which in turn got the steel from 
the Ohio Valley Tool & Die Co., of Steubenville, Ohio, which bought 

t for $5.20 a hundredweight. 

So betwee on the Ohio V alley Tool & Die Co. and Mr. Forman, the 
price went from $5.25 to $8.50. Then Forman increased the price, 
in one case, to 13 cents, and in another case to 1414 cents to you, and 
you sold it for $16.75; is that correct ? 

Mr. Wien. I guess on that transaction; yes. 

Mr. Wauzer. One of those lots were sold for $15.75, and one for 
$16.75. 

Mr. Wren. The 10.25 lot was sold for 11.25. 

Mr. Wauzer. And one for 11.25. There were three different lots, 
Mr. Chairman. 

Senator Moopy. You say the 10.25 lot was sold for 11.25? 

Mr. Wren. Yes, sir. 

Senator Moopy. To whom ? 

Mr. Wren. Roach-Appleton Manufacturing Co. 

Senator Moopy. Well, Mr. Wien, do you ‘think that there is any 
economic purpose served by having this steel passing from one hand 
to another, ine Sarge d in price through each dealer 

Mr. Wien. Well, I believe I serve a definite purpose in finding the 
material. 

Senator Moony. Finding the material ? 

Mr. Wren. Yes. 

Senator Moopy. But do you think there is any reason why a busi- 
nessman should have to pay prices up to 16.75, or even 20 cents a 
pound for steel, some of which can be bought for 5.2 cents per pound ¢ 

Mr. Wren. Not if they can purchase it at that price. 

Senator Moopy. Well, these small-business men have tried to get 
steel from the mills. The mills tell them that the steel is not available. 
Yet the steel comes through these scores of outlets, in through the gray 
inarket, and finally gets to an end user at two or three and sometimes 
even four times the mill price. 

Now, do you see any economic service to the community that that 
sort of bidding up the prices renders ? 

Mr. Wren. Well, if they could purchase it at the mill, but evidently 
they couldn’t. 

Senator Moopy. Well, why should the first buyer of a daisy chain 

the gray market be able to get steel at the mill, when a small-busi- 

ess man can’t ¢ 

Now, I understand that you were supplying an end user. But this 
happens to be steel that passes through six hands. You were the fifth 
f the six hands that it passed through. 

Mr, Wren. I didn’t know that. 

Senator Moopy. Now, why should steel go out of the mills into a 
ay chain of brokers, when businesses that are end users can’t get 

steel? We have had people on the stand this morning who have 

ad great difficulty getting steel from their ordinary suppliers. 

One man testified, from Mount Pleasant, Mich., that his primary 

pp lier had shut him off. I would like to know—I have been trying 
to discover what the economic purpose of these various middlemen is, 

f any. 
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Mr. Wauzer. Pardon me, Mr. Chairman, if I may attempt to an. 
swer that. I think you are entirely correct in criticizing the cireun- 
stances under which an end user pays a sum substanti: lly in excess— 
perhaps two, three, or four times over what the mill price of the ma- 
terial may be. 

Mr. Wien, as a broker, I don’t think is qualified to answer thy 
economic background or the reasons for such circumstances being 
existence. He is a broker, and as a broker performs a service to thi aot 
community, as any other broker does. ; 

Senator Moopy. Well, what service does he perform ¢ 

Mr. Wauzer. He performs the service, as he has indicated, 
having located the scarce material. we 

Senator Moopy. For the end users. they 

Mr. Wauzer. For the end user. M 

Senator Moopy. Naw, what service does Mr. Forman perform ¢ 

Mr. Wauzer. I can’t answer for Mr. Forman, sir. Mr. Wien mad 
normal brokerage mark-up on this. He didn’t make the spread be- 
tween the 5 cents and the 20 cents. 

Seantor Moopy. What was that you were going to say, Mr. Wien! 

Mr. Wauzer. Tell the chairman, if you w ish. 

Mr. Wien. I was just trying to answer why these other fellows don’t 
buy from the mill. Why can’t we buy from the mill? I don’t know, 
There are a lot of brokers don’t buy from the mill; they have got aa 
nothing at the mill price. ree 

Senator Moopy. Do vou feel that you have been discriminated mW 
against because you can’t buy from the mill? M 

Mr. Wren. I wouldn't say that. Qn 

Senator Moopy. Well, do you feel that the mill distribution has M 
been equitable ¢ Q 

Mr. Wien. As equitable as possible, I guess. I can’t answer for th a 
mill. My 

Senator Moopy. Well, there has certainly been an extensive gray Q 
market operating in a number of the cities. We have been in Pitts- 
burgh; we have been in Chicago and Detroit, and it isn’t limited t 
those cities. 

In some cases the testimony has shown that the title to the stee! 
has passed through as many as seven peop le. The price has been 
up from 5 cent a pound to as high as 23 cents a pound; in some cases 
the steel never left the first broker’s hands, passing all through this 
chain of brokers, and finally was shipped to an end user in Plymout 
Mich. 

The stee! had never left Steubenville, which happened to be the sam 
company that we have here, the Ohio Valley Tool & Die Co., which \ 
the original gray market outlet for the steel that you finally suppli 
to this end user. 

And a Skokie, Ill, firm charged freight on the steel from La 
Crosse, Wis. Now, the steel never went near La Crosse, Wis., 1 fis 
they charged a Federal tax on the freight that never existed. chan 

Mr. Warzer. I agree with you in your analysis of the entire Is th 
picture, but taken from Mr. Wien’s st: andpoint and the standpoint M) 
of the Reserve Steel Co., they are a broker along the line. They hav Se 
made a normal brokerage profit. wane! 

Mr.. Wien can’t answer to the circumstances that he brought t! My 
situation into existence, which I now understand has come to an end 
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But certainly, being in the middle there, he cannot answer the why’s 
and wherefore’s of a situation which is and has been a bad situation. 

Senator Moopy. Have you gotten steel from Mr. Hy Weinstein 
of Cleveland ¢ 

Mr. Wren. Yes, 

Senator Moopy. From the Young Steel Products Co., of Youngs 


town ¢ 


Mr. Wien. Yes, sir. 

Senator Moopy. How about from Sharon Steel, of Farrell, Pa. ¢ 

Mr. Wien. Yes. 

Senator Moopy. Now, are those warehouses, brokers, or what are 
thev ? 

Mr. Wien. One is a warehouse. 

Senator Moopy. Which is the warehouse ? 

Mr. Wien. Sharon Steel. 

senator Moopy. What is the Young Steel Products Co. ? 

Mr. Wren. I believe it is a broker. 

Senator Moopy. A broker? 

Mr. Wien. Yes. 

Senator Moopy. And who Is Mr. Weinstein 4 

Mr. Wien. A broker. 

Senator Moopy. So the actual }) iture here has been that one broker 
and another broker they sim ip hy sell the steel to each other until 
they fin: lly find an end user: is that correct / 

What proportion of your aa sales are to end users, Mr. Wien? 

Mr. Wauzer. That is a breakdown we haven’t made. 

Senator Moopy. Well, can you give us an ap proximation ¢ 

Mr. Wauzer. His best estimate, he says, is about 75 percent. 

Senator Moopy. In other words. vou find end users for about 75 per- 
cent of the steel vou se |]? 

Mr. Wien. I would say roughly: yes, sir. 

Senator Moopy. When did you go into this business, Mr. Wien? 

Mr. Wien. About a year and a half. I mean the steel: I have been 

n business for many years. 

Mr. Wauzer. Asa broker ¢ 

Mr. Wien. As a broker; that’s right. 

Senator Moopy. How did you happen to go into this business, Mr. 
Wien ?/ 

Mr. Wien. Beg pardon 

Senator song How did you happen to go into the steel business ? 

Mr. Wren. I don’t know. I just—it just seemed to work in with 
our other business. 

Senator Moopy. What is your other business / 

Mr. Wren. Scrap business. 

Senator Moopy. You are a scrap dealer / 

Mr. Wien. Yes. 

Senator Moopy. One gentleman in Chicago testified that he saw a 
hance to “make a fast buck.” and went into business for that reason. 
Is that about it ? 

Mr. Wien. No. sir. 

Senator Moopy. You simp ly saw a shortage in the market, and you 
were able to get some steel, and you resold it: is that right ¢ ; 


Mr. Wien. That’s right. 
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Mr. Noone. What is your average mark-up on your transactions, 
Mr. Wien? 

Mr. Wauzer. You are talking about gross? 

Gross mark-up, I think we have it estimated as something between 
12 and 15 percent of the gross. 

Mr. Noone. Now, on your gross mark-up, does that include soe 
services ¢ 

Mr. Wauzer. That includes all the overhead involved. 

Mr. Noonr. What overhead do you have? 

Senator Moopy. What is that overhead ¢ 

Mr. Wauzer. He has an office; he has several full-time employees, 
warehouse space, and telephone service, and so forth. 

Mr. Noonr. How much steel do you warehouse ? 

Mr. Wren. Right now? 

Mr. Noone. Yes. 

Mr Wien. Oh, about 60,000 pounds at the moment. 

Mr. Noone. Sixty thousand pounds? 

Mr. Wien. Yes. 

Mr Noone. How much steel do you handle in a month, in poundage/ 

Mr. Wauzer. Between 250,000 and 300,000 pounds a month, up until 
now. 

Senator Moopy. Up until now? Well, will you state the situation 
now ¢ 

Mr. Wauzer. Now the situation, as Mr. Wien has stated, he has 
60,000 pounds in the warehouse. What the future offers, I don’t know 
1 don’t think he does, either. 

Mr. Noonr. What is your net mark-up on your transactions ¢ 

Mr. Wauzer. That I can’t answer. 

Mr. Noone. Is it a cent a pound, 2 cents a pound? What would 
you say? 

Mr. Wien. Oh, anywhere from—he has the figures there. 

Mr. Wauzer. Let me answer that question in this way: I went ove 
the records. Approximately 20 percent of the sales between March | 
and December 1 were sold at a gross mark-up of three-quarters of a 
cent or less. 

Approximately 48 percent of those sales were at a gross mark-up of 
i cent even. 

Approximately 21 percent were at a mark-up over 1 cent, but less 
than one and a half cents. 

Approximately 15 percent of the sales were at a mark-up of ove! 
one and a half cents, but less than 2 cents. 

Approximately 17 percent of the sales were at a mark-up of over 
two, but less than three and a half cents a sale. 

Then there were 7 isolated sales in about 155 or 156 different trans 
actions, in which in 2 cases, I believe, the profit on the gross mark-tp 
was 4 cents a pound, 2 at 6, and one 1,500-pound lot was 8 cents. 

I think there was also one at 5144. Iam not certain. 

Senator Moopy. To whom did you sell this 8-cent steel ? 

Mr. Wauzer. Sir? 

Senator Moopy. To whom did you sell this 8-cent steel ? 

Mr. Wauzer. That was a 1,500-pound lot of material, that went 
the Carriers Corp., at 2014 cents. 

Senator Moopy. Where did you get that steel ? 


are? 
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Mr. Wauzer. That 1,500 pounds was from Ohio Valley Tool & Die, 
atl 12%. 

Senator Moopy. That came directly from Ohio Valley Tool & Die? 

Mr. Wauzer. Our records so indicate, sir. 

Senator Moopy. And that is the same company that has also fur- 
nished steel through M. & E, Co. of New Cumberland, W. Va., and 
Forman, to you? In other words, you have gotten steel from that 
company, both in the first degree and in the fourth degree ? 

Mr. Wauzer. Well, as to the fourth degree, of course, it is as you 
suggest. We didn’t know that. 

Senator Moopy. No; but this company is a definite outlet to steel 
for the Cleveland area, and for the Pittsburgh and Detroit and Chicago 
area, this Ohio Valley Tool & Die, and it shows that you get it some- 
times directly from them, other times through other brokers from 
them. 

Mr. Wauzer. I certainly accept your statement on that. Of course 
our own records indicate we just have this 1,500-pound lot directly from 
them—oh, I beg your pardon; there are several other purchases from 
Ohio Valle V indic ated. 

Senator Moopy. There are several other purchases ? 

Mr. Wauzer. Yes. 

Senator Moopy. Do you know where Ohio Valley Tool & Die got the 
steel ? 

Mr. Wauzer. Do you know! 

Mr. Wien. No. 

Senator Moopy. I think the record should show that while there 
were small-business men in the country having great difficulty getting 
steel at normal prices, this Ohio Valley Tool & Die Co., appar- 
ently—they were before us in Chicago—they had the ability to get 
steel in amounts far beyond their use for it, and to pour it into the 
eray market through a number of different outlets. 

How much business do you do with the Mibo Sales Co. of Cleveland ? 

Mr. Wien. How much have I done? 

Senator Moopy. Yes. 

Mr. Wren. You mean pounds, Mr. Moody? 

Senator Moopy. Yes. 

Mr. Wauzer. There is one for 3,140 pounds. 

Senator Moopy. At what price ? 

Mr. Wauzer. At $8.75. 

Senator Moopy. Well, perhaps you had better just submit that for 
the record. 

Mr. Wauzer. This summary ! 

Senator Moony. Yes. 

Mr. Wauzer. Surely. This is a summary of all the transactions 
indicated in those work sheets that you have. 

Senator Moopy. All right. 

Now, you sold K. & G. Steel Sales Co. of Chicago, Mr. Wien ? 

Mr. Wien. Yes, sir. 

Senator Moopy. You have sold to the Howard Steel Co. of Chicago ? 

Mr. Wien. One sale. 

Senator Moopy. Who did you deal with at the Howard Steel Co. ? 

Mr. Wien. Who did we deal with? 

Senator Moopy. Yes. 

Mr. Wien. I think a fellow by the name of Schiffman. 





332 STEEL GRAY MARKET 


Senator Moopy. Did you know that the Howard Steel Co. was « 
oflice with some telephones in it; they had no facilities to take thy 
steel / 

Mr. Wien. | thought they had a warehouse or warehouse space. | 
didn’t know. 

Senator Moopy. In other words, they could hire warehouse space / 

Mr. Wien. Yes. 

Senator Moopy. Now, did you ordinarily actually receive the phys 
ical possession of the steel you dealt in, or did you consign steel you 
got from someone else / 

Mr. Wien. Lots of times we took it in, the same as the material we 
have now. 

Senator Moopy. In other words, you take it in sometimes, and you 
consign it sometimes; is that right ? 

Mr. Wien. That’s right. 

Senator Moopy. I see you have sales here to the Shelly Steel Corp. 
of Chieago? 

Mr. Wien. Yes. 

Senator Moopy. Is that an end user? 

Mr. Wien. No; they are warehouse. 

Senator Moopy. And Kk. & G. Steel Sales is a warehouse, isn’t it 

Mr. Wien. Yes, sir. 

Senator Moopy. I see that you have a sale here to the Emergency 
Steel Service Corp. of Skokie. 

Mr. Wren. One sale. 

Senator Moopy. That is the same company that furnished this steel 
from Steubenville to a Plymouth, Mich., end user, and charged them 
freight from La Crosse, Wis. 

Mr. Wien. I have sold them 4,000 pounds; one sale. 

Senator Moopy. No; this is 12,880 pounds, 

Mr. Wien. Twelve thousand ? 

Senator Moony. At 914. 

Mr. Wien. It cost us $8.50, I believe. 

Mr. Noonr. What is your annual volume of business, dollarwise, 
Mr. Wien? 

Mr. Wren. On steel alone ? 

Mr. Noonr. On steel. 

Mr. Warzer. Do you want the pounds, sir? 

Mr. Noone. No; just the dollar figure. 

Mr. Wauzer. Estimated about $350,000. 

Mr. Noone. Earlier in your testimony you stated that your over- 
head included costs of your personnel in your office. How many pe 
ple do you have employed in your office ¢ 

Mr. Wien. Two. 

Mr. Noone. And what do they do? 

Mr. Wren. One is a salesman, and one is a stenographer, a gir! 
stenogr ie Pe 

Mr. Noonr. So that your operation is simply a brokerage opera 
tion; correct ¢ 

Mr. Wien. Yes. 

Mr. Wauzer. Substantially so. 

Mr. Noonr. You do not have any assets other than your lease o 
your office space and your telephones; you don’t own a warehouse, 
you rent space in a warehouse / 
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Mr. Wien. That's right. 
Senator Moopy. Thank you very much. 
(Witness excused. ) 


TESTIMONY OF HY WEINSTEIN, H. WEINSTEIN CO., 
CLEVELAND, OHIO 


Senator Moony. Will you state your name, address, and business, 
please, Mr. Weinstein, and be seated? (Witness sworn.) 
~ Mr. Wetnsrern. My name is Hy Weinstein. I go under the H. 
Weinstein Co. 

Senator Moopy. What is the nature of the business of that com 
pany 

Mr. Weinsrern. Scrap business. 

Senator Moopy. You are in the scrap business / 

Mr. WEINSTEIN. Yes. 

Senator Moopy. You deal in steel scrap / 

Mr. WEINSTELN. Yes, sir. 

Senator Moopy. Other. metal scrap ¢ 

Mr. Weinstein. Right, sir. 

Senator Moopy. Did you ever deal in any new steel ‘ 

Mr. Wernsrein. Yes. 

Senator Moopy. You do? 

Mr. WreINSTEIN. Yes, sir. 

Senator Moopy. How long have you been in business, Mt 
steln ¢ 

Mr. Weinsrein. You mean in the scrap business, or 

Senator Moopy. Yes. 

Mr. Weinstein. Oh, I'd say about 15 years or so. 

Senator Moopy. How long have you been dealing in new steel / 

Mr. Wetnsrern. About a year and a half. 

Senator Moopy. About a year and a half? 

Mr. Weinstein. Yes. 

Senator Moopy. Now, where do you get your new steel / 

Mr. Weinsretn. Well, we get it from warehouses, and some of our 
counts that happen to have a little steel that they don’t use, we 
bUY. 

Senator Moopy. How did you happen to go into the new steel 

isIness ¢ 

Mr. Wetnsreinxn. Well, the reason I went into the new steel business, 
vou take a few of our accounts that we get our scrap from, have 
been complaining that some of the other fellows have approached 
theta. ‘witnare they could sell them a little new steel, and, if not, they 

ill have to give their scrap business to the parties that approached 

ein, you see. 

Senator Moopy. In other words, you were in danger of losing your 

crap business unless you prov ided some new steel to the people from 
whom you bought your serap ? 

Mr. Wernstern. That’s right. 

Senator Moopy. Well now, de whom do you get your scrap ! 

Mr. Wetnsrein. Well, we have different pli ints that we do business 
vith. The Cleveland Planer, Retler Bros., Pierce Tool & Die. There 
sa few of them. 
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Senator Moopy. Well, which ones threatened to take their business 
away from you if you didn’t give them some new steel ? 

Mr. WEINSTEIN. Well, they ‘didn't ex: actly threaten; the only thing 
they did bring out, that so-and-so was here, and “They can supply | 
with a little steel. If you can't do it, we will have to make some {in 
of a change.” 

Senator Moopy. That is what you call a polite thre: 

Mr. Weinstery. Well, I don’t know how you dll meld say that, 

Senator Moopy. Well, who made that suggestion to you! = Let's 
put it that way. 

Mr.Wetnstetn. Well, there were—— 

Senator Moopy. Was it just one company or were there several con 
panies ¢ 

Mr. Wetnstetn. I would say one company. 

Senator Moopy. One company / 

Mr. WEINSTEIN. Yes. 

Senator Moopy. Who was that? 

Mr. Weinstein. Martin Bros. Electric. 

Senator Moopy. Martin Electric? 

Mr. WEINSTEIN. Yes, sir. 

Senator Moopy. I see. Well, is that the way you happened to go 
into the new steel business ? 

Mr. WetNstern. And then there was a company in Georgia 
Lithonia, that was here, and he tried to get steel and he couldn't vet 
it, and has been a very close friend of mine, and I happened to get a 
little steel for him, and then he kept on buying from there on. 

Senator Moopy. So you just got into the new steel business by the 
back door; is that right ? 

Mr. Wernsrern. Yes; I believe I could say that. 

Senator Moopy. This first company came to you and asked you to 
get new steel for them, and as an incident in keeping their scrap busi 
ness, and then someone came along and needed steel, and you hap: 
pened to get it for them; is that right ? 

Mr. Wernste1n. They didn’t come along, exactly, that I had to 
get it, but they did approach me in that way, that there are some 
of the people in the scrap business that could supply them with steel, 
and naturally if a person can do that, I would be losing out. 

Senator Moopy. I see. The Martin Co. is a Cleveland company: 
is that right? 

Mr. Wernstern. Yes. 

Senator Moopy. To what extent have you dealt in new steel in the 
last year and a half? 

Mr. Wernstern. The amount, tonnage or what ? 

Senator Moopy. Yes. Have you made many sales of new steel ’ 

Mr. Wernsrern. I have made a few; yes. 

Senator Moony. How many have you made? 

Mr. WetNstTEIN. Well, it is pretty hard to say. I would say about 
probably 25 or 30. 

Senator Moopy. About 25 or 30 sales? 

Mr. WeINSTEIN. Yes. 

Senator Moopy. Where did you get the steel ? 

Mr. Wetnstern. Well, we got some steel from certain warehouses, 
like Chesterfield Steel, and Nottingham Steel—that is a warehouse. 

Senator Moony. Any steel mills? 
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Mr. Wernstrern. No; not from steel mills; no. 

Senator Moopy. You never got any steel from a steel mill ? 

Mr. WeinstTEINn. No, sir. 

Senator Moopy. What is the least price you have ever paid for 
new steel ? 

Mr. WernstFin. The least price? 

Senator Moopy. Yes; the lowest. price? 

Mr. WernsteIn. Well, I think it was about $5 and then—— 

Senator Moony. Five dollars a hundredweight ? 

Mr. Weinstein.’ A hundred. That was the cheapest. And then 
there would be storage and hauling and all that, so by the time you 
got through, it was really about $5.50, but there was very little bought 
at that. 

Senator Moopy. Well, what was the normal price that you paid for 
steel? What were you paying for steel that you got? 

Mr. Wernstern. About $6.75 to $7. 

Senator Moopy. You got it at warehouse price, ordinarily ? 

Mr. WertnstEIN. Yes, sir. 

Senator Moopy. How much did you sell it for? 

Mr. Wetnste1n. Well, some I sold at $7.50, some at $9, $9.50. 

Senator Moopy. It proved a rather lucrative business, vine? 

Mr. Wernstern. That’s right. If it was an account that I was 
doing business with, I would figure on making about a cent a pound, 
but if it was a broker, or something like that, if they would call and 
tell me they can pay so much, and if I had it, I would charge them 
that much. 

Senator Moopy. Do you have a warehouse ? 

Mr. Wernstern. No; I don’t have a warehouse, but I do store it in 
a warehouse. I pay so much per month, or so much per ton. 

Senator Moopy. So if it were someone like the Martin Electric Co.— 
that is a Cleveland company, isn’t it? 

Mr. Weinstein. That’s right. 

Senator Moony. If it were someone like Martin Electric, for whom 
you were obtaining steel, vou didn’t mark it up very sharply, but if it 
were a sale to another broker, you felt free to mark it up more sharply ; 
sthat right ? 

byt Wernstetn. Well, most of the times he would offer you. You 

', he would call and say, “Well, if you can get a certain kind of gage, 
we can pay you so much.” 

Senator Moopy. Well now, what is the reason that you think you 
could get steel from a warehouse, when someone else couldn't get it, 
they would have to come to you for the steel ? 

Mr. Wernsrern. I don’t know. I really don’t know how that is. 

Senator Moopy. Do you happen to have friends in the—— 

Mr. Wetnsrein. No. I wouldn’t say they were friends. I called, 
ind if they had it—— 

Senator Moopy. You would take it over? 

Mr. Wetnstern. I would take it over. 

Senator Moopy. And store it until you had a buyer; is that right? 

Mr. Wetnsrern. Yes. 

Senator Moopy. Did you sometimes have a buyer come in before you 
had the steel, and say he would like to have some. so much steel, and 
hen you go and get it for him? 
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Mr. Weinstein. Well, most of the time they would call; very seldon 

anybody would come down. Sometimes a customer would call and say, 
“We could use 5,000 or 2,000 of a certain kind of gage.” 

Then I would call, and if 1 could get it, naturally ‘T would buy it. 

Senator Moopy. So that end of your business was chiefly telephon 
business ¢ 

Mr. Weinstein. Yes. 

Senator Moopy. I see. And very often, before you actually boug 
the steel, you had already sold the steel ¢ 

Mr. Wernsretx. That would be a small order. They would call y 
occasionally, as I said before, an account that I was doing business 
with, they would call and say, “We could use 4.000 pounds of a cer 
tain gage; is there a chance of getting it ¢” 

So my answer would be, “If I can get it, I will buy it for you and di 
liver it.” 

As far as that, I never handled a lot of steel. That is why I say, | 
don’t think there are very many people even know that I handle stec! 
T am just a small dealer in it. 

Senator Mcopy. I see. Well, you have had brokers call you an 
offer you, say, 9 cents a pound ¢ 

Mr. Weinstern. That’s right. 

Senator Mcopy. And then later you went out and bought steel fo: 
whatever you could get it for, and delivered it for 9 cents a pound! 


Mr. Wernstein. That’s right, sir. Yes. It didn’t have to be 9. 


exactly. There was times th at they offered more. I am just telling 
you the truth, what h: appened, you see. 

Senator Moopy. Well, what was the highest that they ever offered 
for it / 

Mr. Wetystern. It would depend on what kind of steel. Now, t 
whole trouble is, with a broker, when you sold the broker, they would 
pick up the steel, and half the time we didn’t know whether it would 
stick. 

Now, many times it was shipped wherever the broker sent it to—] 
didn’t know; many times you would get a call in a week or 10 days 
that it is rejected, and then you have freight both ways, storage, 
taking it out, putting it back in again. 

Senator Moony. Well, doesn’t the broker, when he buys from you, 
guarantee to take the steel ¢ 

Mr. WeINsTEIN. No. 

Senator Moopy. You have to guarantee the quality of the steel! 

Mr. Wernstern. I don't have to guarantee anything. I take thi 
chances, you see. When they say they will pick it up and ship it, ) 
understand—now, sometimes we don’t know whether it will stick 01 
not. 

Senator Moopy. Oh, so you have never seen the steel, and you don’t 
know whether 

Mr. Wetnsrein. Oh, yes; I did see it, naturally. 

Senator Moopy. The other broker picks it up and ships the steel. 
but you are not sure whether the steel will be satisfactory to the end 
user; is that right? 

Mr. WEINSTEIN. That’s right, sir. 

Senator Moopy. What is your OPS ceiling price. Mr. Weinstein, 
on steel ? 
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Mr. Wetnstetn. The OPS ceiling price? 

Senator Moopy. Yes. 

Mr. Wetnstetn. Gee, I really don’t know. 

Senator Moopy. You don’t have any OPS ceiling price ? 

Mr. WEINSTEIN. No. 

Senator Moopy. Well, did you ever deal in steel during the period 
of December 19, 1950, to January 25, 19514 

Mr. WEINSTEIN. Yes. 

Senator Moopy. You did ? 

Mr. WEINSTEIN. Yes. 

Senator Moopy. How much did you sell steel for in that period ¢ 

Mr. Wernstretn. That was mostly to brokers, from seven to about 
ine and a half. I think. 

Senator Moopy. Seven and nine and a halt ? 

Mr. WrINSTEIN. Yes. 

Senator Moopy. Well, did you ever know that your ceiling price 
was set at the highest level of sales during that period ? 

Mr. Wernsretn. Well, the way I understood, that you couldn’t get 
any more than you did before that law went into etfect. That is what 
i was told. 

Senator Moopy. I see. Well, did you get more ¢ 

Mr. Wernstrern. No. 

Senator Moopy. You did not? 

Mr. WEINSTEIN. No. 

Senator Moopy. So you did make steel sales later, and, in effect, 
you feel you abided by the OPS rules: is that right ? 

Mr. Wernsrern. | thought I did, yes. 

Mr. Noone. What is your annual volume of business in dollars? 

Mr. WrtnsTEIn. In new steel ? 

Mr. Noone. In new steel and scrap. 

Mr. Weitnstrern. Well, scrap is not so much. I would say scrap 
would run on the average maybe about a couple thousand dollars a 
month. 

Mr. Noone. And the new steel? 

Mr. Weinsrern. And as far as new steel, some months it would 
lepend—there are a few deals that I had that would probably run 
$8,000 or $10,000 a month, and then next month only run maybe 
sZ VOU, 

Mr. Noonr. Well, you were in the scrap business; is that ri 

Mr. Wetnsretn. That’s right. 

Mr. Noony . 80 the new steel business, the brokerage business, took 
i greater importance in your general business picture than the previ- 

£ occupation ; didn’t it? 

Mr. Weinstein. That’s right. 

Mr. Noonr. You made more money out of selling new steel than 
vou did out of scrap. 

Mr. Weinstein. Well, it’s not that I made more money; naturally, 
I think I did, but the scrap business got to be so bad I would have to 
give it up or get something else to help out on that. 

Mr. ee You testified earlier that you did not have a warehouse: 
you sometimes rent space. 

Mr. Wrtnsrern. Yes. 

Mr. Noone. Do you have an office / 

Mr. Weinstein. Yes. 
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Mr. Noone. How many employees do you have ¢ TESTI 
Mr. Weinstein. Two. 
Mr. Noonr. And what do they do? 
Mr. Weinstein. One is a truck driver and the other is a helper thay Sena 
helps out on a truck. Mr. SI 
Mr. Noonr. How long have you been in the business, Mr. Weinstein / Mr. 
Mr. Wernsrern. In the scrap business { Strip - 
Mr. Noone. Yes. Seng 
Mr. Weinstein. I'd say about 15 years—16. Mr. 
Mr. Noonr. How much steel have you obtained from Steel Strip JJ tion an 
Sales? way, 1! 
Mr. Wernsrern. I think I have that right here. Sent 
Is it okay for the auditor—— sell it 
Senator Moopy. Yes, indeed. Mr. 
If you are going to say something for the record, will you please put it, but 
your name in the record # Sent 
Mr. Baver. Yes. Otto A. Bauer, accountant for H. Weinstein Co. Mr. 
Now, the purchases from Steel Strip are not broken down. How- can bu 
ever, if you could accept an approximate figure, it would be about on the 
$32,000 from the period March 1 to December 15 of this year. for mi 
Mr. Noone. Is Steel Strip Sales, Inc., a broker or warehouse ¢ Sen: 
Mr. Weinstein. They are a warehouse. Mr. 
Mr. Noone. Do you ever require or request CMP tickets from per Seni 
sons to whom you sell steel ? Mr. 
Mr. Wernstern. Well, I will tell you the fact, I do. Now, as I northe 
said before, most of the steel I sold direct to a broker, but if an account Sen 
should happen to call, they wanted a ton or two or so, I do request tli Mr. 
CMP number. Sen. 
As I said before, I didn’t do much with the factories. Most of th Mr. 
steel went to brokers. And when you deal with brokers, sometimes Sen 
you make very, very little on it. Mr. 
Senator Moopy. In other words, you saw an opportunity to mak Sen 
some money by taking steel where you could find it, and selling it to Mr. 
pour who wanted it, and you made a mark-up ranging from a cent Sen 
to 4cents a pound on it, depending on what you happened to get for i it : Mr. 
is that right? user. 
Mr. Wernstern. I wouldn’t say quite that much. and h 
I know there is one account that I used to give the majority of Sen 
sheet: if I paid $6.75, I would charge about $7.50. We would hav Mr. 
to haul it ourselves, and sometimes we paid more than that. But as | Sen 
said before—— Mr, 
Senator Moopy. Well, your profits did vary / Sen 
Mr. Werystexn. That's right. Mr. 
Senator Moopy. I see. And you paid = you could get it fo Mr. 
and you sold it for what you could sell it for, and ordinarily did not frien¢ 
go to an end user, and did not come from a mill. Ser 
In other words, you were a middleman between middlemen: ' Mr 
that the idea ? Mr 
Mr. Wernsretn. If that isthe way you want to call it. Ser 
Senator Moopy. All right. Thank you, Mr. Weinstein. Mr 
(Witness excused. ) happ 
Senator Moopy. Mr. Henry J. Sloan. (Witness sworn.) Se 
Mr 





STEEL GRAY MARKET 339 


TESTIMONY OF HENRY J. SLOAN, PRESIDENT, STEEL STRIP SALES, 
INC., CLEVELAND, OHIO 


Senator Moopy. Would you state your name and business, please, 
Mr. Sloan ¢ 

Mr. Stoan. My name is Henry J. Sloan. I am president of Steel 
Strip Sales, Ine. 

Senator Moopy. Would you describe that business, please? 

Mr. Svoan. That business is a combination of a warehouse opera 
tion and a processing operation. We have equipment which, in a small 
way, Is equivalent to the finishing end of a flat roll steel mill. 

Senator Moopy. And you process steel that comes in unfinished, and 
sell it as finished steel, i in general; is that right 4 

Mr. Stoan. That's right. We don't necessarily change the finish on 

t, but we in almost all cases change the shape of it. 

Senator Moopy. What are your sources of steel, Mr. Sloan ? 

Mr. Stoan. Our sources are the mills, and in most cases in which we 
an buy from manufacturers who have surplus, or surplus generated 
on their steel from our operations, as long as we can buy that steel 
for mill price or less. 

Senator Moopy. But you do pay mill price or less for your steel? 

Mr. Stoan. Right. 

Senator Moopy. To whom do you usually sell ? 

Mr. Stoan. Oh, to all manufacturers. End users in this general 
northeastern Ohio region. 

Senator Moopy. You sell chiefly to end users ¢ 

Mr. Sitoan. That’s right. 

Senator Moopy. Do you always sell to end users / 

Mr. SLuoaNn. As far as I know, we do. 

Senator Moopy. As far as you know you do 

Mr. Stoan. Right. 

Senator Moopy. You were here when Mr. Weinstein testified / 

Mr. Stoan. I was. 

Senator Moopy. He is not an end user. 

Mr. Stoan. It was my information that Mr. Weinstein was an end 
user. Mr, Weinstein runs a lighting fixture plant in Lithonia, Ga., 
and he also runs a furniture plant here in Cleveland. 

Senator Moopy. Mr. Weinstein does? Is he still in the reom ? 

Mr. Stoan. That was my information. 

Senator Moopy. Is Mr. Weinstein still here? 

Mr. Wernstern. Yes. 

Senator Moopy. Will you come forward, please ? 

Mr. Weinstein, do you have a plant in Ay ‘gucere Ga.? 

Mr. Wernsrern. Well, I wouldn’t exactly say have a plant. 
friend of mine has that plant, a party name of Sam Friedman. 

Senator Moopy. What was the other end use you felt he had? 

Mr. Stoan. Furniture manufacturer. 

Mr. Wernstern. Yes, Sterling Furniture. 

Senator Moopy. Are you a furniture manufacturer ? 

Mr. Wernstern. I wouldn’t say whether I am or not. My brother 
happens to run the place. 

Senator Moopy. This is your brother’s business ? 

Mr. Wernstern. That’s the furniture business. 
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Senator Moopy. I asked Mr. Weinstein what his business was, sn Mr. 
he said a serap business. Sen 
Mr. Stoan. That came as a great surprise to me. Mr. 
Mr. Wernstery. You didn’t know I was in the scrap business / Sen 
Mr. Sioan. No, sir. Mr. 
Senator Moopy. You don’t have any other business other than deal. new 
ing in steel and steel scrap? Mr. 
Mr. Wernstern. That’s right. Iam a partner in Sterling with my Mr. 
brother. Mr. 
Senator Moopy. When you got steel from the Steel Sales, what di Mr. 
you tell them ? Sen 
Mr. Weinstein. Well, as far as tell them, I have been down wit! Mr. 
this Friedman from Lithonia, and he did place the order. It was Sen 
billed out to-—— Mr. 
Senator Moopy. You just provided the contact with the Cleveland & sellin; 
supplier: is that right? Mr. 
Mr. Wernstetn. Yes, I would say that. I would say that. in all 
Senator Moony. You indicated you were buying this steel for a to be 
end user; is that right ¢ Ser 
Mr. Weinstein. I really don’t know how to explain that. Will yo but he 
repeat that again, please? Mr 
Senator Moopy. Mr. Sloan has testified he thought you were an end woul 
user. Did you represent yourself as an end user to him? Ser 
Mr. Weinstein. I don’t think so. I know I brought Mr. Friedmar the st 
in. to Mi 
Senator Moopy. But you did bring an end user to Mr. Sloan’s com- some 
pany and say, “Here is the end user that is going to use this steel” Mr 
Mr. Wernsrein. That’s right. And most of the time that steel was to the 
billed out direct to Lithonia Lighting Co., what was shipped out there Sel 
And many times it was shipped, and then I would pay for it. taken 
Senator Moopy. How much did you mark that up ¢ of thi 
Mr. Weinstein. Well, some of it I marked up about 2 or 3 cents a Mr 
pound. el 
Senator Moopy. So you made a rather good profit by merely takin, throu 
your friend from Georgia out to the source, and then you marked th a pou 
steel up 2 or 3 cents a pound to him; is that right / Mr 
Mr. Wetnsrern. Well I don’t know. I wouldn’t say that exactly of su 
The man—l! knew at the time he couldn't get a pound of steel, and 
was willing to pay any price at all, which he probably did, and I 1 
hi im that I thought I could get some steel for him. 
nator Moopy. How about the steel you sold to the Mibo Sales ¢ 
of ‘Cleveland’ 
Mr. Weinstein. T never sold them any. 
Senator Moopy. Pardon me. 
Mr. Wernstretn. I never sold them any. 
Senator Moopy. \ ou did sell steel Lo Reserve Steel in Cleveland : 
Mr. Wrrnstern. Yes. 
Senator Moopy. Did you represent Reserve Steel as an end user | 
Steel Sales 7 
Mr. Werinsrern. No. T don’t think that Steel Strip ever hea 
Reserve. At least, I don’t think they have. 
Senator Moopy. They just sold to you: is that right? 
Mr. Weinstrerx. That’s right. 
Senator Moopy. Do they know vou! 
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Mr. Wernstetn. Do they know me? 

Senator Moopy. Yes. 

Mr. Wetnstern. I think so. 

Senator Moopy. Do they know your business 4 

Mr. Wetnstein. I thought they did. Now Mr. Sloan says he never 
new I was in the scrap business. I am really surprised to hear that. 

Mr. Sioan. It is a fact. 

Mr. Wetnsrer. Is that right? 

Mr. Stoan. It is a fact. 

Mr. Wernstrern. And I have known Mr. Sloan for quite a while. 

Senator Moopy. Mr. Sloan. clo you- — 

Mr. Wetnsrern. Am I all through / 

Senator Moopy. Yes. Thank you, Mr. Weinstein. 

Mr. Sloan, do you usually try to assure yourself that you are 
selling to an end user? 

Mr. Stoan. Yes, sir, we do. However, it is impossible to do that 
in all cases, and we had word on very good authority that this was 
to be an end user, this steel that was sol | to Mr. Weins stein. 

Senator Moony. And he not only sold that to a Georgia customer, 
but he also sold to Reserve Steel Co. 4 

Mr. Sitoan. Had the information been available to me, he never 
would have been able to purchase steel from us. 

Senator Moopy. What happened, Mr. Sloan, was that you sold him 
he steel, and it moved up to at least 11 cents in the sale from Reserve 
to Mibo Sales Co. That. I might say, is not as abrupt an increase as 
some of the increases we have had. 

Mr. Stoan. We were spinning our wheels. We should have sold 
to the last Puy in the d: uIsy chain. 

Senator Moopy. I don’t think you shouid have, but you would have 
taken two different profits if you had. You would have had the sum 
of three different profits instead of the one that you had. 

Mr. Suoan. That’s right. 

Senator Moopy. I might say there is a great deal ee — moving 

hrough the gray market, 5-cent steel ending up as high as 23 cents 

med through seven different people. 

Mr. Sitoan. I am fully aware of that. However, I think the law 

f supply and demand, which created this situation in the first place. 

is acted again to curtail it. 

Senator Moony. I believe also that the CMP 

Mr. Stoan. | think the CMP is strictly secondary on that. 

nator Moopy. You do? 

Mir. Suoan. I certainly do. 

Senator Moopy. Will you tell us why? 

Mr. Stoan. Because I think the law of supply and demand takes 

cedence over any law that can be passed out of Washington or any 
} ace else. 

Senator Moopy. Don’t you think the fact that there has been 
Mr. Stoan. Excuse me. I think the CMP is a darned « good idea 

th limitations. However— 

Senator Moopy. I will buy that statement, but I would like to point 
out to you that the current demand for steel is governed by allot 

ents, for example, in the automobile poet A and that cuts down the 

mand; that’s the reason you have a greater supply coming in. 

Mr. Stoan. Excuse me, but that’s not ‘entirely true. 
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Senator Moopy. I would like to have you explain why not? 

Mr. Stoan. Because there are a lot of people who have got mor 
steel than they can use that can’t even use up the steel that “they an 
getting under aim allotment today. There are a great many cas. 
such as that. 

We have got steel, mill steel, out in our warehouse right now, that y 

can’t sell, not because people haven’t got tickets, but simply beea 
ite vy haven't got a use for it. 

Senator Moopy. Is this a substantial amount of steel ? 

Mr. Stoan. In our case or in the general case ? 

Senator Moopy. In your case. 

Mr. Stoan. No, not in the general case, And it is also very spotty, 
too. That covers certain grades of material. 

Senator Moopy. As the Senator from Michigan I am very much 
interested in seeing as large an allowance on this CMP thing, par- 

ticularly on some industries, as possible. If you can make a statement 
indicating the extent to which that condition exists, I would appreciate 
the statement. 

Mr. Stoan. Well, 1 think a broad general statement can be made 
along these lines: In general, the refrigerator people, the people who 
make washing machines and irons, and all that sort of thing, plus the 
automotive people, have cut back their use very drastic ally, and they 
have cut that back— 

Senator Moopy. Under some duress, I might say. 

Mr. Stoan. Well, under some duress possibly, but also some of these 
people cannot sell all they can produce. 

Senator Moopy. Some of them can’t, that’s right; others can. 

Have you reported to the NPA the fact that you can’t sell some of 
your steel ? 

Mr. Sioan. No, sir. 

Senator Moopy. Why not? 

Mr. Stoan. Yes. I beg your pardon, we have reported. Not to 
NPA, but to Air Force, Navy, and Army Procurement. 

Senator Moopy. That you have steel available that you can’t sell! 

Mr. Stoan. Right. 

Senator Moopy. What kind of steel is that ¢ 

Mr. Stoan. Electrical sheet. 

Senator Moopy. Electrical sheet ? 

Mr. Sxoan, Right. 

Senator Moopy. Any other kind? 

Mr. Sioan. No, sir. 

Senator Moopvy. Does this happen to be just one lot, or do you feel 
that’s a general situation ? 

Mr. Stoan. I feel it’s a general situation. 

Senator Moopy. Why do you feel that way? 

Mr. Stoan. Because there simply is no demand for it. Peop! 
are not making—with all these appliance people—— 

Senator Moopy. To whom do you usually sell that kind of stee! 

Mr. Sioan. To fractional horsepower motor manufacturers.  Tlies 
appliance people have cut back. They are the largest users of frac- 
tional horsepower motors. Therefore, the demand for fractio 
horsepower motors has decreased, and the defense program | 
stepped up to the point where it can absorb this extra supply. 
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Senator Moopy. As you know, fractional horsepower motors are 
n demand in the defense program. Perhaps not now, but in the 
future. So this appare ntly isa temporary situation ¢ 

Mr. Stoan. That's right. At least in my éstimation. 

Senator Moony. Your statement that you have this extra supply 
of steel temporarily, do you feel that the supply is going to tighten 
ip in the first half of 1952? 

Mr. Stoan. I think a large part of the answer to that question de- 
pends upon whether or not we have a steel strike, and it also depends 
upon how fast these Government contracts are let. 

Senator Moopy. Well, not so much let as brought into actual pro- 
luction, you mean ¢ 

Mr. Stoan. Brought into actual production, that’s right. 

Senator Moopy. Because a great many contracts, you know, I am 
sure, are let, but they aren’t produced for some months, you see. 

Mr. Stoan. Right. 

Senator Moopy. Thank you very much, Mr. Sloan, for coming in. 

Mr. Stoxx. Thank you. Do you wish my presence any more‘ 

Senator Moopy. No. 

(Witness excused.) 

Senator Moopy.. Mr. Noone, will you make a statement for the 
record ¢ 

Mr. Noone. I would like to note in connection with the transaction 
wherein Steel Strip Sales, Ine., sold 13.270 pounds of steel to the 
Weinstein Co. at $7.25 a hundredweight, that the same steel went to 
the Reserve Steel Co., of Cleveland, at $9.50 a hundredweight. It 
went from the Reserve Steel Co. to the Mibo Sales Co., of Cleveland, 
it $11 a hundredweight. 

The three parties involved, Weinstein, Reserve, and Mibo, are all 
brokers. The chief officer of the Mibo Sales Co., Michael Boim, was 
subpenaed by this committee. When the officers attempted to serve 
the subpena they were advised, incorrectly and falsely, that Mr. Boim 
iad been excused by a member of our staff. Mr. Boim is now in Flor- 
da on vacation. Therefore, we shall not be able to question him 
oncerning his sales on the $11 steel. 

Senator Moopy. I think the record should show that the Mibo Sales 
Co. is alsoa broker. So that steel has not yet, So far as the test imony 
s concerned, reached an end user, 

Mr. Noonr. That is correct. 

Senator Moopy. The committee will adjourn until 1: 30. 

Thereupon, the hearing in the above-entitled matter was recesse« 

2:10 p. m., to reconvene at 1:30 p.m. of the same day.) 


AFTERNOON SESSION 


Senator Moopy. Mr. George Copeland, Mr. Jencks. 
Mr. Jencks. Yes. (Witnesses sworn.) 


TESTIMONY OF GEORGE COPELAND AND J. D. JENCKS, HART & 
COOLEY MANUFACTURING CO., HOLLAND, MICH. 


Senator Moony. Will you state your names and business, please? 
Mr. Coprnanp. George Copeland, Hart & Cooley Manufacturing 
, Holland, Mich. 

Senator Moony. Will you state your name, Mr. Jencks? 
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Mr. Jencks. J. D. Jencks, Hart & Cooley Manufacturing Co., Ho! 
land, Mich. 

Senator Moopy. What do you do, Mr. Copeland ¢ 

Mr. CoreLanp. We manufacture and sell registers and grills and 
furnace accessories for warm-air heating and air-conditioning. 

Senator Moopy. Your basic product is steel ¢ 

Mr. CorrLanp. Yes. 

Senator Moopy. Where do you get your steel ? 

Mr. CoprLanp. From various sources. At the present time we prob 
ably get over 90 percent of our steel from mills, that is, sheet mills, 
strip mills, some from warehouses. 

Senator Moony. How much do you pay for it ordinarily? 

Mr. Coreianp. Well, of course, the price varies according to th, 
gage, and so forth, but I would say we pay in the large sheet mills, | 
must run from $4.75 to $5.50 per hundredweight; strip mills from 
$6.90 to $7.50 per hundredweight. Then you get up into the ware. 
houses, they might run anywhere from $8.50 up to $10. That’s fron 
the warehouses. 

Senator Moopy. What is the highest price you have ever paid for 
steel ¢ 

Mr. CorrLanp. $20.80 a hundredweight. 

Senator Mogpy. ‘To whom did you pay that ¢ 

CopeLanp. I have to look it up. I think it’s Bond Steel & 
Storage Co. 

Senator Moopy. Of what city ? 

Mr. Coretanp. Dearborn, Mich., 6837 Wyoming Street. That in 
cludes the freight, by the way, about 30 cents freight. 

Senator Moopy. Thirty cents freight ? 

Mr. Corrtanp. Something like that. 

Senator Moopy. What other high prices have you paid? 

Mr. Coprnanp. Well, we paid quite a few that range all the way 
from 12 cents up to that figure from various brokers. 

Senator Moopy. What brokers have you obtained your steel from’ 

ir. CoprtaNnp. This is, of course, during the year 1951. 

Senator Moopy. Yes. 

Mr. CorrLanp. Here is American Tool & Steel Co. 

Senator Moopy. How much did you pay them ¢ 

Mr. CoreLanp. Quite a few different shipme nts. 

Scanning this list, I would say the price is from $11.81- 
dollars per hundredweight—up to $17.35. 

Senator Moony. What would the mill price be on that steel? 

Mr. Corprtanp. The mill price on that would range from $4.94 t 
about $12.51. Some of these steels, you see, are more valuable tha 
others, depending on the shape, but, roughly speaking, the big shiee 
mill would run $4.94. 

Senator Moopy. And how much did you pay for the sheet ? 

Mr. Copenanp. Taking a comparable sheet, you mean? We paid 
$13.51 to the broker as against $4.94 from the big sheet mill. 

Senator Moopy. How much of your steel have you had to bu) 
directly that way ? 

Mr. Corprianp. Well, during the year 1951, I would say we bought 
15 percent from brokers. 

Senator Moopy. Now, why have you done that? 
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na CoreLanp. One, to satisfy our customers and be able to produce 
r product. 

‘es to keep our organization together—maintain our production. 

Senator Moopy. How many people do you e mploy ! ¢ 

Mr. Corenanp. About 370. It varies from 350 to 400. 

Senator Moopy. This is one of the largest concerns in Holland, 
isn’t it? 

Mr. Corrtanp. Yes; I would say so. 

Senator Moopy. So that if you did not take this high-priced steel 
and you had to lay people off, it would be of considerable economic 
damage to the community in which you live? 

Mr. CoreLanp. Absolutely. 

Senator Moopy. You bought this to keep your business going? 

Mr. Coretanp. Absolutely. 

Senator Moopy. Now, I have here an invoice from Manchester Steel 
Co., of Cleveland, No. 66036, your order No. 21220. 

Mr. CopeLanp, 21220 % 

Senator Moopy. Yes. 

Mr. CoreLanp. Yes; I have that before me—a copy of it. 

Senator Moopy. That shows that you bought 50,710 pounds of steel 
at $15.50. 

Mr. Corprtanp. Exactly. 

Senator Moopy. How did you happen to enter into that transaction ? 

Mr. Corrnanp. Well, | might say that during that period we were 
out looking for steel. We had to have it to keep producing. And 
unfortunately, our purchasing agent has been ill with a heart attack 
and he couldn't come down. He could testify more in detail as to 
the conversation, and so forth. How we got in connection with Man- 
hester Steel, I don’t know, but we would send him out on the road 
ooking for the steel, and he would get the steel. 

Senator Moopy. You sent him out looking for the steel ? 

Mr. Corenanp. Definitely, during this period when the demand 
was So great for the steel. 

Senator Moopy. Did you find people sending you circulars, and so 
forth, saying, “Here is where you can get some steel” ¢ 

Mr. Coprnanp. Oh, yes. 

Senator Moopy. Did you receive circulars like that 4 

Mr. Coprtann. Oh, yes. 

Senator Moopy. Did you respond to the circulars like that / 

Mr. Corenanp. Tf the demand is so great that the mills can’t sup ply 

s, then we investigate from those circulars. When the demand isn't 
very great, we aren't so apt to get the circulars; because the demand 
s very searce, at the present time that doesn’t exist. 

Senator Moopy. To what do you attribute the greater supply of 
steel now ? 

Mr. Copenanp. [think basically it is a lack of demand for products 
that consume steel. In other words, a drop in sales. That’s basic. 
Senator Moopy. ‘To what do you attribute that drop in demand ¢ 

Mr. Copetanp. Again probably to an increase in the supply. The 
consumer buying has dropped off. Perhaps the pipelines have 
tilled up. 

Senator Moopy. What has the effect of CMP been on the steel 
lemand 7 
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Mr. Coretanp. We have had a drop in sales volume. And, of course, 
CMP, under CMP, we have to curtail our production, so that, there 
fore, we have laid off some people. However, at the same time, wl 
the thing is kind of in balance in that our sales volume has drop yped. 
so that both of them kind of came down together. 

Senator Moopy. So that you couldn’t blame the CMP for the peop), 
you laid off ? 

Mr. Core.anp. No, no; I would say that—the only thing is thar 
it’s possible we would have built up a little more inventory than w 


had if we didn’t have CMP. I think that question might shed more 


light on the matter in the future. It might probably affect us mor 
3 or 4 months from now than it does now if they keep curtailing. 

Senator Moopy. Your chief purchasers are who!’ You sell 
whom ? 

Mr. Coretann. We sell to jobbers mainly of heating supplies. 

Would you like some names of customers / 

Senator Moony. That’s not necessary. Thank you very much, 

Mr. CoreLanp. You are very welcome. 

Senator Moopy. The purpose of your coming in here, you see, 
that we are showing that in order to stay in business, to keep produc- 
tion going, businessmen have had to buy steel at much higher price: 
than the mill or the warehouse prices. It’s the view of the committe 
that, if the steel is available to brokers, it ought to be available di 
rectly to the businessmen. 

As we start on each of these daisy chains, these new daisy chains, we 


always call someone in who has bought at the end of the daisy chain, 


who paid a high price for the steel. 

You could not get the steel you needed from ordinary sources; is 
that correct / 

Mr. Copetanp. That’s correct. 

Senator Moopy. Thank you very much. 

Mr. Copenann. Can we leave the city ¢ 

Senator Moopy. Yes, indeed. 

(Witness excused. ) 

Senator Moopy. Mr. Jerome Singer. 

Mr. Konrman. I believe I have the information you want. 


TESTIMONY OF MAX I. KOHRMAN, ATTORNEY REPRESENTING 
MANCHESTER STEEL CO., CLEVELAND, OHIO 


Senator Moopy. Will you state your name, please?  (Witnes- 
SWorn. ) 

Mr. Konrman. Max I. Kohrman. 

Senator Moopy. You are the attorney, as I understand it, for th: 
Manchester Steel Co. ¢ 

Mr. Konrnan. Yes, sir. 

Senator Moopy. And Mr. Jerome Singer, who was subpenaed, has 
asked you to testify in his place because piiin 

Mr. Konrman. Inability. 

Senator Moopy (continuing). Inability to testify? 

Mr. Konrman. Yes, sir. 

Senator Moopy. And for which you have presented to the commit 
tee a written statement from the doctor? 

Mr. Kourman. Yes. 
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Senator Moopy. Will you state the nature of the business of the 
\ianchester Steel Co. ? 

\ir. Konrman. Brokers, steel brokers. 

Senator Moopy. How long have you been in business ? 

Mr. Kourman. Mr. Singer has been in the steel-processing busi- 
ess since he returned from service, which was in 1945, and then was 
issoclated with one of the other brokers in the Leader Building—I 
lon’t recall his name at this moment—for about 6 months, at which 
(ime I then invited him to take space in my office. I am an attorney, 
nd he is a brother-in-law of mine. 

Senator Moony. He is a brother-in-law of yours ¢ 

Mr. Konrman. Yes. 

senator Moopy. He has office space in your office 

Mr. KourMan. Since that time he has been “officing” with us. 

Senator Moopy. He is the Manchester Steel Co. ¢ 

Mr. Konrman. That’s right. 

senator Moopy. Does he have a warehouse ¢ 

Mr. Komruan. He has not. 

senator Moopy. Does he have any tangible assets / 

Mr. Konrman. None other than his office equipment, and ocea 
sionally he has had warehoused material that he purchased and laid 
down, and he used a public warehouse, and some of the Singer Steel 
Co. space. 

Senator Moopy. Under those circumstances he used the Singer Steel 
Co. as his warehouse ¢ 

Mr. Kourman. He rents space there and is charged a rental for 
the amount of square feet he uses, and the amount of material 
vhatever handling charges there are in connection with any material 
at he has laid down there. 

senator Moopy. Who is the head of the Singer Steel Co. 2 

Mr. Kourman. Mr. Albert Singer. 

Senator Moopy. That’s his brother ? 

Mr. Korman. That’s right. 

Senator Moopy. So that the situation here is that Albert and Jer 
me Singer are brothers, and you are their brother-in-law; is that 

rht ¢ 

Mr. KourmMan. That’s right. 

Senator Moopy. And you are an attorney in Cleveland ? 

Mr. Konrman. That’s right. 

Senator Moopy. And Mr. Jerome Singer has offices with you? 

Mr. Konru an. That’s right. 

Senator Moopy. You say he is a steel broker. How extensive is 

business ¢ 

Mr. Korman. Well, it wasn’t very extensive up, I would say, until 

out a year and a half ago, when the steel market became ver y tight. 
would say that the amount of business he has done would run to 
bout—the figures I have been able to ascertain for 1951, his business 
mounted to 2.700 tons. 

Senator Moopy. How much does that amount to in dollars? 

Mr. Konrman. About $500,000. 

Senator Moopy. So that he has done $500,000 worth of business in 
stee] ? 

Mr. Konrman. In 1951 

Senator Moopy. In 1951? 
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Mr. Konrman. That’s right. 

Senator Moopy. Where does he get his steel ¢ 

Mr. Konrman. Mostly from warehousemen and brokers. 

Senator Moopy. From what warehousemen and brokers? 

Mr. Kourman. Well, mostly brokers around in Cleveland, whereve: 
he can pick up steel in response to any demand that comes to hin, 
and I would say the major portion of his business would probably 
come from Singer Steel Co. 

Senator Moopy. He gets steel chiefly from the Singer Steel Co. ? 

Mr. Kourman. That’s right. 

Senator Moopy. Can you give us the names of some other broker: 
he gets steel from ? 

Mr. Kourman. Well, he has been purchasing from Max Solomo 
Co. of Pittsburgh. I think he is a warehouseman, too. 

H. Golanty of Detroit. 

Senator Moopy. He gets steel from Herman Golanty ? 

Mr. Konrman. Yes, sir. 

Senator Moopy. Has he ever sold any steel to Mr. Golanty ? 

Mr. Kourman. I think he has. 

Senator Moopy. Do he and Mr. Golanty have a continuing business 
relationship ? 

Mr. Kourman. No; not very much. I don’t think there are mor 
than a half dozen sales and purchases in between the two. 

Senator Moopy. They are just known to each other as steel broker: 
and, therefore, sometimes they buy and sell from one another? 

Mr. Konrman. I don’t think so. I think Mr. Golanty is a war 
man, to the best of my recollection. 

Senator Moopy. If you check that you will find—— 

Mr. Konrman. I may be wrong. I have given you the informati 
as I have it. 

Senator Moopy. Mr. Golanty is primarily a dealer in steel scray 

Mr. Konrman. You may be right. I don’t know too much abou 
that. 

Senator Moovy. At any rate, Mr. Singer, the Manchester Steel C 
gets steel from Golanty and sells to Golanty, at times ? 

Mr. KonrmMan. At times; yes. 

He also buys from the Alco Steel Co. at Neweastle, and Luria Bros.: 
they have offices all over the country. 

Senator Moopy. What percentage of the Manchester Co. steel come: 
from the Singer Stee] Co. ? 

Mr. Kourman, I would say about 60 or 65 percent. 

Senator Moopy. Sixty to 65 percent of the Manchester Co. st 
comes from his brother’s company ¢ 

Mr. Kourman. That’s right. 

Senator Moopy. To whom does the Manchester Steel Co. sell / 

Mr. Konruan. They sell toa number of brokers and a good num! 
of end users. 

Senator Moopy. What percentage of brokers and end users ? 

Mr. Konruan. I don’t know the exact percentage. I haven't got 
it broken down, but I would say probably 50 or 60 percent goes 
through brokers’ trade. 

Senator Moopy. And in those instances he functions as a middlema! 
between middlemen ¢ 

Mr. Konrman. That’s right. 
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Senator Moopy. He buys from one broker and sells to another 
broker at a profit. What is his usual margin of profit ? 

Mr. Konrman. Well, they run all the way from about $38 a ton 
cometimes to as high as $10, $15, $20, or $25 a ton, depending upon 
the circumstances and the price of the steel and the demand that is 
F made for a particular type of steel at a time, and the conditions of 
F the market. 

Senator Moopy. In other words, he gets whatever he can for the 
steel ? 

Mr. Kourman. That isn’t always the case. I have known many 
itime where he didn’t. There were times when it was—— 

Senator Moopy. Where he sold something for less than he could 
ave gotten for it ? 

Mr. Kourman. Oh, yes. You will find, I am sure it must be a 
ondition known to this committee and many others, at least it came 
tomy attention and Iam not in the steel business by any means, that 
nd users and even brokers would advertise in the Metal Trade that 

ce is no object, and in the basis of my judgment, a good deal of the 
evils existing in this business is due to that particular condition. 

| know that Mr. Singer sold on many occasions for far less than 
that W hich the market would bear. 

Senator Moopy. ‘To whom did he sell for less than the market would 
bear ¢ 

Mr. Konrman. I wouldn't know specifically to any one individual. 
It may be other brokers or end users. 

Senator Moopy. He did make a substantial mark-up ? 

Mr. Konurman. There is no question about that. 

Senator Moopy. Why should he then sell for less than he could get 
for the steel if he was just marking it up and acting as a middleman 
etween middlemen ¢ 

Mr. KOHRMAN. There is a limit and al conscionable limit in any 

isiness when vou are dealing with people in business. When a per 
con comes along and is in difficulty and needs this merchandise, you 

st don’t feel you want to strip his shirt. 

Senator Moopy. Was he in business 1) the first month of L951 ¢ 

Mr. Konrman. Yes, sir. 

Senator Moopy. What is his ( IPS ceiling? 

Mr. Konrman. I don’t know the exact price, but it is the rate that 

his highest price between December 15 and January 26. 

Senator Moopy. And that was a very high price, was it not / 

Mr. Konrman. It’s far higher than anything he has sold since 


Senator Moopy. As a matter of fact, as the regulations were at that 
. they practically amounted to no ceiling at all in the ordinary 

Cull in steel: is that right ¢ 

Mr. Konruan. That’s right, sir. 

Senator Moopy. You are familiar with the fact that the regulation 
iS NOW heen changed ¢ 

Mr. Konrman. Oh, ves. 

Senator Moopy. Did the Manchester Steel Co. sell to the Hart & 
ley Co. of Holland, Mich. ¢ 

Mr. Konruan. They did, sir, to my recollection. I have no other 
iformation now other than this chart | indicating | 
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Senator Moopy. For your information, I'll cite your order No. 212 


in which the Manchester Steel Co. on April 30, 1951, has billed the 


Hart & Cooley Manufacturing Co. of Holland, Mich., for 50,71 
pounds of cold rolled sheets at $15.50 a pound. 
How much did you pay for that steel, Mr. Kohrman ? 


Mr. Konrman. Again I say I must take your information, because 
[ am assuming it’s correct. When your investigator was at our 


oflice——— 

Senator Moopy. We want you to give us the information. 

Mr. Konrman. I'll give it to you, because it is exactly as it is show: 
here. We paid $8.85 a hundredweight and sold it to Hart & Cooley 
for between $14.50 and $15.50. 

Senator Moopy. That’s a mark-up of very nearly 100 percent / 

Mr. Konrman. Yes. 

Senator Moopy. Did Manchester process that steel at all? 

Mr. Kourman. Not at all. 

Senator Moopy. He just marked it up? 

Mr. Konrman. We received a call from Hart & Cooley, and IT know 
we did from Hupmobile and other people, as I indicated, they wanted 
that steel, they indicated what price they were willing to pay, and 
how high they were willing to go. 

The broker, naturally, attempted to obtain the type of steel to a 
swer that demand, and he offered it for what the people would pay fo: 
it. 

Senator Moopy. So that the steel broker in marking this steel up 
from $8.85 to $15.50 had a sure sale before the broker ever went out 
to buy the steel; is that right ! 

Mr. KourMan. | think in most instances that was the case. 

Senator Moopy. It was the case in this instance. 

Mr. KourMan,. Or at least he knew where he could get the material. 
knowing he could get it for less than what it was offered to him 

Senator Moopy. He knew he could get it, say, from the Singer Stee! 
Co. at less than—— 


pou 


\ 
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r. KonmrMan. Less than what these people offered to purchase it 
tor. 
Senator Moopy. Did you ever sell to the Buckey Steel Corp. of 
( hicago ¢ 
Mr. “KouRMAN. Yes, sir. 
Senator Moopy. That was at an even higher price, wasn’t it? 
Mr. KourmMan. $16.50. 
Senator Moony. Sixteen and a half, and there again that was 29,180 
minds that you—— 
Mr. KourmMan, Fifteen ton, approximately fifteen ton. 
Senator Moopy. That you bought for $8.85 and sold for $16.50 ? 
Mr. Konrman. Yes, si 
Senator Moopy. And ane also sold to the Shelley Steel Corp. o 
hicago ¢ 
Mr. KourmMan. Yes, sir, 161 * 
Senator Moopy. Have you made similar sales of that type to other 
companies ¢ 
Vir. KourMan. I[ believe we have, although I do not have those 
voices with me. I know we have them in the office, and we made 
m available to Mr. Lehman at the time he was there, and if the 
committee desires we will be very happy to furnish you with invoices 
f both sales and purchases at any time during the year. When Mr. 
Leiaes in was at our office, we offered him ever ything he desired. 
Senator Moopy. The mathematics of Mr. Amis indicates that on 
this one sale to Hart & Cooley you made a profit of $33,250; is that 
night ¢ 
Mr. Konrman. It isn’t very likely. It’s only 50 ton. Probably 
00. LT think that’s hundred instead of thousand. 
Senator Moopy. That is right. Now, that steel came from the 
Singer Steel Co. at S7 to $8.85; Is that right ¢ 
Mr. Kourman. Yes, sir. 
Senator Moopy. How much steel did you sell in 1951, did you say ¢ 
Mr. Konrman. About 2.700 ton. 
Senator Moopy. Two thousand seven hundred ton ? 
Mr. Konrman. Yes. 
Senator Moopy. And how much was that worth ? 
Mr. Konraan. In dollars and cents? 
Senator Moopy. Yes. 
Mr. KourmMan,. $500,000. 
Senator Moopy. Do you want to give us your approximation of your 
profit per ton ¢ 
Mr. Konrman. I am sorry, I wouldn't be able to give it to you. As 
I indicated, there sWas a lot of material which we purchased at $30 a 
ton that sold at $ 
There is a lot of sntteiial at which we made a dollar and $2 in turn- 
g it over. Some stuff we only made $3 or $4. The average would 
anywhere from $5 to $8 a ton. 
Senator Moopy. Ordinarily you mark it up $5 to $8 a ton? 
. Konrman. That would be about the average, if you averaged 
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I am sure Mr. Singer has no fixed market. It’s a question based 
upon the inquiry. His business-is like all other brokers—when thi 
market is tight, they get numerous calls; they get calls from com. 
panies that otherwise wouldn’t know they are even in existence. 

For one reason or another, these companies call upon these brokers 
to ferret out the materials for them that they can’t get elsewhere, and 
they are willing to pay any price when they need the material, 
Whether they need the material or not, I don’t know. They may just 
pile up an inventory from the fear that they can’t get it to manu- 
facture. 

As you heard here today, they find themselves with a lot of mate 
rial on hand that they don’t need. 

Senator Moopy. Does your company have any material on hand? 

Mr. Kourman. At this time, no. 

Senator Moopy. It has no material on hand at this time? 

Mr. Konrman. No. 

Senator Moopy. So that there is no danger of a loss in that market? 

Mr. Konrman. I know in 1949 and 1950 we took considerable losses 
on plenty of inventory. 

Senator Moopy. But ordinarily you do buy steel for someone that 
comes to you and Says, “Please aet the steel”? 

Mr. Kounruan. That’s right. 

Senator Moopy. And you get the steel and you have an assured 
profit ¢ 

Mr. Kourman. Well, we seek to make an assured profit. We cer 
tainly wouldn't go out ferreting out material, and we wouldn't make 
long-distance calls to brokers, and so forth, unless there was a margin 
of profit involved. 

Senator Moopy. That’s right. I am trying to bring out what the 
practice in your trade has been. 


Of this $500,000 turn-over, what would you say your gross prolit 
was ¢ 

Mr. Kourman. I am terribly sorry I can’t give it to vou. Tf vo 
desire it, I will put that down and give you that information either 
by letter or otherwise. 


Senator Moopy. Did Jerome Singer start this company on his own! 

Mr. Konrman. That’s right, at my instance. 

Senator Moopy. At your instance ? 

Mr. KourmMan. At my suggestion. He had nothing todo. He was 
a fellow that needed a little assistance, and I gave him the office space 
practically for nothing at the time to get started. That is the one 
thing he knew, at least, how to vet started. 

Senator Moopy. And you helped him get started ? 

Mr. Kourman. That’s right. 

Senator Moopy. Did you finance his company ? 

Mr. Konurman. No, sir. 

Senator Moopy. Did his brother finance this company / 

Mr. Konruan. I don’t know to what extent he may have. unless 
he extended him merchandise on credit to be repaid if, as, and whet 
Was sold. 

Senator Moopy. So that he didn’t need to have very much work 
ing capital ¢ 

Mr. Konrman. Precisely. 

Senator Moopy. Did he have any working capital at the start? 
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Mr. Kourman. I don’t know that he had much, whatever the average 
soldier has when he comes back from service. 

Senator Moony. He had almost no working capital, but his brother 
would let him have the steel on credit and he would sell it at a substan- 
tial increase in price / 

Mr. Kourman. Whatever it was. He also, I think, borrowed occa- 
sionally from banks to help himself along, which he managed to get 
through. 

Senator Moony. He didn’t have more than a few hundred dollars 
working capital, then ? 

Mr. Konrman. I don’t think he did. He may have had a few thou- 

es for all I know, but J don’t think it was substantial. 

nator Moony. Can you give me any idea of how much | 
e to net in that period 2 
Mr. KKOuR MAN. Lean’t. Over a year ago or a year and a half ago 
didn’t have any surplus, so whatever he may have is what he may 
ve accumulated out of the last 15 or 18 months. 

Senator Moopy. He pre fits when steel becomes short and.the market 

es sharply ¢ 

KonurMAn. When the market becomes as it is today, he might 
well vo out and peddle pean its. 

Senator Moopy. Is this a corporation / 

Mr. KouRM AN. No. sir. an individual. 

Senator ioowe. is an individual proprietors 

Mr. Konruan. Th: rig) 

Senator Moopy. You are not a partner in the 

Mr. Konruan. No 

Senator Moc } s attorney ¢ 

KouRMAN. A ay. are ss hates in 
had no need for an : ney ill the ears he 

Senator Moopy. Has he divides | his esis \ 

Mr. Konurman. Sir? 

Senator Moopy. Has he divided his profits with : 

Mr. Kourman. Not a nickel. 

senator Moopy. He hasn't. Has he divided them vi th his | 

Mr. KourmMan. Not at all. 

senator Moopy. In oUnel words, you and his br ther pul } in 

business—— 

Mr. Konrman. We tried to do what we could to set him up and 

et him started. 

Senator Moopy. And the fact that there was a gray market operat- 
ing in steel enabled him to go ahead and make money ¢ 

Mr. Konrouan. The situation was such that anyone who knew the 

irket knew he could get in and buy the steel and sell it at a profit. 
\ny person with intelligence, except the lawyers, perhaps, who are 
tied to their business, could readily have seen it was a profitable 

irket and would lend itself to a profitable operation, and why more 
people didn’t do it, I don’t know. 

Senator Moopy. You can testify of your own knowledge that he 
did not operate as a dummy front for the Singer Steel Co. 

Mr. KonrMan. Positively. 

Senator Moopy. I don’t know whether you read the testimony in 
Detroit, but we found the president of a company, who happened to 
be a woman, this was the Clements Steel Co., we asked what the com- 
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pany sold and she said, “1 suppose it’s steel, because that is the name 
of the company. 

And she had a substantial income merely for turning over the checks 
that came to her house to the gentleman who had the steal and was 
selling it through her. 

Mr. Konrmayn. I think you will find that true in many other b 
nesses, not only in the steel business. 

Senator Moopy. For example? 

Mr. Konrman. Many manufacturing businesses, it has been fou 
that people contribute nothing to the earnings who are sharing 
the profits. 


Senator Moopy. 


What you are saying is that a great deal of wat 


is found in the prices that go to the consumers; is that right? 


Mr. 


Senator Moopy. 


KonurRMAN. 


Well, I think you have 
I think I have, too. 


got the answer. 


Thank you very much sir—just a minute. 


Who kee ps the ‘books 
KouHRMAN. 
Moopy. 


Mr. 
Senator 
Mr. Konrman. 


Senator Moopy. 


Mr. Konrman. 
Senator 
Mr. Kourman. 
Senator 
Mr. 
Mr. 


KourMAN. 


Senator Moopy. 


Moopy. 


Moopy. 
KourMan, 
Senator Moopy. 


and records of this company ? 
Mr. Singer. 
How much time does he spend on the job/ 
Oh, he is there every day. 
He is? 
Oh, yes. 
He works steadily? 
Every d: ay. 
Thank you. 
And the secretary 
He has one employee: 
One secretary. 
Thank you. 


and he are around full ti 
is that right? 


Mr. Kourman. I want to thank you for the opportunity and t 
courtesy shown. If there is any other information you desire, ae 
hesitate. We will be glad to furnish it to you in writing. Thank y: 
very much. 

Senator Moopy 
eet that steel ? 

Mr. Konrman. 

Senator Moopy. How much did he pay for it? 

Mr. Konrman. I don’t recall what he paid for it, but the diffe: 
tial between the purchase and sales price was $10 a ton, which wo 
be $1 a hundredweight—or 50 cents a hundredweight. Pardon n 

Senator Moopy. This shows that the sale to the Bucky Steel C 
was $16.50 for a hundredweight. 

Mr. Konrman. He must have purchased it for $16. 

Senator Moopy. All right; thank you. 

( Witness excused. ) 

Senator Moopy. Mr. 


On this sale to the Bucky Steel Co., where did 


of Det: 


He bought that from the H. Colanty Co., 


Albert Singer. (Witness sworn.) 


TESTIMONY OF ALBERT SINGER, PRESIDENT, SINGER STEEL C0., 
CLEVELAND, OHIO 


Senator Moopy. 
Mr. Singer? 

Mr. SINGer. 
don Road. 


Will you state your name, address, and business, 


Albert Singer, president of Singer Steel Co., 2100 Ra 
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Senator Moopy. Will you state the nature of the business of that 
company ¢ 

Mr. Stncer. Iron and steel warehousing jobbers. 

Senator Moopy. Do you own a warehouse ? 

Mr. Stncer. Yes, sir. 

Senator Moopy. How much steel do you handle in a year? 

Mr. Stneer. Oh, about 30,000 to 35,000 tons. 

Senator Moopy. Thirty or thirty-five thousand tons? 

Mr. Srincer. Yes. 

Senator Moopy. What does that amount to dollarwise ? 

Mr. Sincer. Well, I imagine, close to, I'd say, about 3 million. 

mething like that. 

Senator Moopy. About 3 million a year? 

Mr. Stncrer. A year; yes. 

Senator Moopy. Do you process the steel ? 

Mr. Stncer. Yes. 

Senator Moopy. What kind of equipment do you have? 

Mr. Stncer. We have a shear, slitter, cranes, everything else. 

Senator Moopy. Are you also acting as a steel broker / 

\ir. Stncer. No, sir. Oh, once in a while direct to the end user in a 

aper grade of material, like washer stock. 

senator Moopy. To whom clo you usually sell ? 

Mr. Stncer. To end users mostly. 

Senator Moopy. You sell to end users ¢ 

Mr. Songer. Yes, sir. 

Senator Moopy. But you do also sell to dealers; is that right ? 

Mr. Stnerr. Well, a few of them. Not very many. Just thos 
ive out of my territory. 

Senator Moopy. Just those that are out of your territory ? 

\Ir. Stncer. Yes. Some district like Chicago, Detroit, or something 
that. 

itor Moopy. You do sell to dealers in— 

.Sincer. Yes; a few. Out of my territory. I don’t sell them in 
ivo. Mostly to Detroit. al (i then to mv brother in Cleveland. 

senator Me ODY., To Golanty Wn Detroit ¢ 

\Ir. SINGER. Yes, But it comes out of Detroit now, MeLouth Stee] 

And he puts it ina public storage warehouse. 

Senator Moopy. In Detroit ¢ 

Mr. Stncer. Yes, sir. 

senator Moopy. {nd this steel moves through vour hands, and PoOeS 
Detroit dealer: is that riaht ¢ 

Mr. SINGER. Went to ( rolanty. He only handles that steel for about 
S10 a ton, and in some cases he don’t make anything. Small mark- 
that steel. 

nator Moony. No mark up on that steel at all? 

r. Srncer. Not vers much. Only SS or S10 a ton. 

Senator Moopy. Do you mark the steel up? 

Mr. Stncer. No. He told me—he says always, come in and eheck 
books and he will show that. Any steel I sold for McLouth, that’s 
le makes. 

In fact, he told me the other dlay- od 

Senator Moopy. How much do you make? 

Mr. Sincer. We make between $15 or $25 a ton. That’s 75 cents to 
>a hundred. 


\ 
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Senator Moopy. You have dealt—— 

Mr. Singer. It is less than our regular warehouse mark-up, mu 
less, 

Senator Moopy. Whi do you do that ? 

Mr. Sincer. Because I couldn't bring that steel into Cleveland } 
cause it is higher-priced steel. They have a higher base there t 
the regular mills. So by the time that I brought it into Clevela 
couldn't sell it to my regular warehouse customers. 

Senator Moopy. How much do you pay for the steel ? 

Mr. Sincer. Between 85.75 and 85.85. Some steel we bought 


cr 


cheaper, and, of course, it sold at cheaper prices, 
Senator Moopy. Do you know Herman Golanty ¢ 
Mir. Sincer. Yes, sir. 
Senator Moopy. He is your outlet in the Detroit area / 


\ } ] ‘ . ] 
SINGER. NOt exactly. I am s: Ine that on a certain erad 


terial he is our outlet. 
senator Moopy. What other outlet do vou have in the Detroit a 
Sincer. No particular, except another warehouse that 


together, 


auto Mi DY, What othe warelv 

with in Detroit ? 

Mr. Sincer. Well, we sell them and t] ell us. is mor 
reciprocal proposition. ; 

Senator Moopy. Do vou know Moe Dalitz? 

Mr. Stncer. No: I don't know those fellows. 

Senator Moopy. What do you mean ly “those fellows”? 

Mr. Sixerr. I don’t know any of those fellows. You are trving | 
connect Ie with—well, I wouldn’t sav who they are. 

Senator Moopy. [I am not trying to connect you with anybody 
Detroit. Moe Dalitz is a Cleveland man. 

Mr. Sincrer. I don't know whether he is a Cleveland man or Det: 
man. 

Senator Moopy. But you don’t know him? 

Mr. Sincer. I don’t know him. 

si nator Moopy. \\ ho lo vou sel] to in Chicago? 

Mr. Stncer. We sell to some end users, and we might sell to so 
other warehousemen. 

Senator Moopy. Can you give us the names of some of your pul 
chasers in Chicago? 

Mr. Sincer. Purchasers? We don’t buy any steel there. 

Senator Moony. I say some of your purchasers in Chicago? 

Mr. Stncer. Well, there is one fellow we trade with at Shelley Sti 
That’s about the only one in Chicago. 

Senator Moopy. Shelley Steel ? 

Mr. Stncer. Yes: warehouse. 

Senator Moony. Did you ever sell any steel to the Emergency Ste 
Service Co. ? 

Mr. Sincer. No, sir. 

Senator Moony. You haven't ? 

Mr. Srncer. I don’t do no business with anybody else in Chicag 
outside of Shelley Steel. 

Senator Moony. Did I understand you to say a while ago that you 
sold to no brokers in the Cleveland area? 
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Mr. Stncer. With the exception of my brother. ‘There might be a 
couple—I sold 2 or 3 tons during the year. 

Senator Moopy. But you do sell to your brother ? 

Mr. Stncer. Yes, sir. 

Senator Moony. How much steel did you sell to your brother in 
1951? . 

Mr. Stncer. I probably sold him about 800 tons. 

Senator Moony. Eight hundred tons? 

Mr. Sincer. Yes. 

Senator Moony. At what price ? 

Mr. Sincer. They range all the way from, T will say, from about 
ce to about S7.45 SG to about S750. It depends on the erade of 
material, hot roll or cold roll. Also some coil. 

| think we sold coil for about SS.50 from a hand mill like Elliott 

el, They have a higher base price on it. 

senator Moopy. Do you know how much your brother sells steel ror ¢ 

Mr. Stncer. No, sir. 

ator Moopy. Did you hear the testimony of your brother-in-law 
a Tew minutes ago ¢ 
Mr. Stncer. Yes, I heard it. 
Senator Moopy. Did that surprise you, or did vou know about it ? 
Mr. Sincer. Well, I knew about it the other day after I checked 

ut what was wrong, why they subpenaed me. 

So T called him up and wanted to know what happened. 
Senator Moony. Is that the first time vou knew anything about this? 
Mr. Stncer. Yes, sir. 


senator Mov DY. D dl vou know that some of the ee] ing from 


ind found o 


‘company that vou w » selling from S7 is a hundred 


was moving out where from 814.50 u SI] nd higher ¢ 


~Sincer. No: 
ator Moopy. 
Sincer. No. 
tor Moopy. This whi 
irried on without vou 


Mr. Stncer. My knowledge, absolutely. 


] 


senator Moopy. 1) d vou know vom | rothe rw 
e with a tel phone? , 
Mr. Singer: Oh, ves. 
Senator Moopy. And was marl 
percent ¢ 
Mi SINGER ] dol ‘| knowthow nie hy } 
how much he marked it up. 
Senator Moopy. You Just gave it to him when he needed it ? 
Mr. Sincer. If ] happened to have it. I vave it to him. Naturally, 
ig my brother, I helped him out. 
But we cater to the customers. In tact. we took on a lot of cus- 
ers from out-of-town we never did business with. They were up 
iwainst it, so we helped them out. See, we have about 2.500 or 3.000 


tons of inventory we have now. We didn’t have it during the times 


Senator Moopy. But you have 3.000 tons of inventory right now? 
Mr. Stncer. Right now we have about 3.000 tons of inventory. 
Senator Moopy. Can you move it? 

Mr. Sincer. It is pretty hard to move it now. 
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Senator Moopy. Are you going to take any loss on that inventory? 

Mr. Srncer. I wouldn’t say much. It depends on what the marke 
is going to be next year. 

Senator Moopy. Do you ever pay more than mill price for your ste 

Mr. Srncer. No. We might add a little on hand-mill produ 
some conversion steel, but very few transactions like that. Of co 
any of those we only have markup usually less than our regular 
house mark-up. 

Senator Moopy. Where do you usually get your steel ? 

Mr. Sincer. From the mills. 

Senator Moopy. Which mills do you deal with ? 

Mr. Stnecer. Well, Jones & Laughlin, Wheeling, Weirton, U1 
States Steel, Sharon Steel, McLouth Steel, Elhott Steel, Bethle! 
Steel. 

Senator Moopy. In other words, you buy regularly from all of 
steel mills % 

Mr. Stncer. Yes. 

Senator Moopy. You are on their books asa reoular customer 4 

Mr. Sincer. Yes. 

Senator Moopy. How long have you been on the books ? 

Mr. Stncer. I have been in the business for about 27 vears. 

Senator Moopy. You have been in business 27 years ¢ 

Mr. Stncer. Yes: and I was in the business—that is, I wasn’t i1 
business but was working for a steel firm about 10 years. 

Senator Moopy. So you have been in the steel business about 
vears ¢ 

Mr. Stncer. That’s right. Since I came out of school. 

Senator Moopy. What is vour OPS ceiling price under the reg 
tion that has just gvone out 4 

Mr. Stncer. Before it was—— 

Senator Moovy. I am speaking of the regulation that has bee: 
effect up until a few days ago. 

Mr. Stncer. They had a price freeze from December 15 to Jam 
0, but it don’t make no difference to us, because we had our regu 
warehouse price, regular warehouse mark-up. 

Senator Moopy. What was the highest price you sold it at betwei 
those two dates? 

Mr. Stncer. Well, I can’t—well. it would be around our warely 
price. It will run up to about $7.50, and in some other cold ro 
would be around $8.50; and hot roll went around from, all the w 
from $2.57 to about around $4.50. ° 

Of course, we saw a lot of steel here that we pay $2.57 and sell 
$2.67. Those are the ones I am telling you turn right over from ¢] 
mill to the broker—to the end user. And the mill knows who we ar 
shipping to. That’s what we call washer stock. 

Senator Moopy. What is the highest price you have ever sold steel 
at ¢ 

Mr. Stncer. Well, I think it was around 14 cents. That was a con- 
version steel to be paid, I think, around, well, 1214 or 13 cents for. 

Senator Moopy. When did you sell that steel ? 

Mr. Srncer. I think it was, it must have been—I don’t know 
whether it was early this year or last year. 

Senator Moopy. Was that over your ceiling price? 
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Mr. Srncer. No—well, this is conversion steel. The mark-up 

Senator Moony. Different kind of steel ? 

Mr. Stneer. It is a steel you convert from ingot to—it cost about 
1214 cents or 13 cents. So the mark-up is really considerably less than 
he regular warehouse mark-up. 

Senator Moopy. What is the highest price you ever sold ordinary 

ll steel at? 

Mr. Stncer. The regular warehouse price. 

Senator Moopy. And you have never gone over your regular ware- 

ise price ¢ 

Mr. Stncer. No, sir. 

Senator Moopy. What is that ? 

Mr. Sincer. Well, you take hot roll. You figure all the way from, 

uuld say, about S6 to about $7.05 and cold roll figure between S7 
37.05. Some cases naight run up to $8.25, as I told you, some other 
we get from another mill. 

Senator Moopy. At no time has your price on sales of steel of that 
‘run over $8.25; is that right? 

Mr. Srncer. That’s right: $8.25 is the coil we bring, we buy from 


he Ohio Base Mill, because they buy the hot roll from the ordinary 
l] 

Senator Moopy. And you did not know that your brother was selling 
he steel for about double what he paid for it? 

Mr. Stncer. Absolutely not. 

Mr. Noonr. Did you finance your brother in his business? 

Mr. Stncer. No. Nothing to finance him. Only finance him was 


when I gave him any steel. I gave him credit, and he paid for it. 
Senator Moopy. So he didn’t have to pay for the steel he got from 
until he sold it ? 
Mr. Sincer. No. He paid, and usually discounted the bills. 
Mr. Noonr. Do you have any interest in his business? Do you share 
he profits ¢ 
Mr. Srncer. No. What do I want his profits for? 
Senator Moopy. Whether you wanted them or not, you didn’t get 
>is that right? 
. Stncer. No; I didn’t get them. I have no interest in the busi- 
s. Glad to see him get along. 
Senator Moopy. You were simply helping him as a broker in steel; 
that right? 
Mr. Singer. Yes, he has been a broker, as I say, since early in 1946, 
ce he came out of the Army. Just as any other brother would do, 
‘Ip his brother out if he needs anything, if I can give it to him. I 
u that kind of a brother. 
Mr. Noonr. Mr. Singer, was your brother in the steel business back 
1946 and 1947? 
Mr. Stncer. Yes. I say he started in 1946, early 1946. 
Mr. Noone. Were you involved with him in the transaction wherein 
he was using his veteran’s preference to buy steel and selling it? 
Mr. Srncer. No, I wasn’t. I wouldn’t bring that up right now. I 
was not involved, and that thing was indicated he was absolutely right. 
Senator Moopy. You say he was right ¢ 
Mr. Srncer. Yes, by the Court of Appeals of Cincinnati. 
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Mr. Noonr. Did you advance the money he used to purchase {| 
steel used in those transactions ? 

Mr. Stncer. I don’t remember. It was a long time ago. I do, 
know what it has to do with this investigation. 

Senator Moovy. It indicates the nature of your brother's business 

Mr. Stneer. Well, that shouldn’t be brought up. 

Senator Moopy. Did you give your brother any orders for stee]? 

Mr. Sincer. Orders for steel ? 

Senator Moopy. Did you give him any orders? Now. you pr 
vided him with steel ? 

Mr. Sincer. Yes. That is when he bought it. 

Senator Moopy. Yes, he bought the steel from you. Did you giy 
him any orders, buying steel or telling him where he could sell 1 
steel] ¢ 

Mr. Srncrer. No. He has his own customers. 

Senator Moopy. He has his ow h customers ¢ 

Mr. Sincer. Sure. 

Senator Moopy. Who are some of his customers ¢ 

Mr. Stncer. I don’t know. They all have about the same tvpe of 


rv 


Customers, the stampers and automol ile manufacturers and st 
manutacturers. They all have hames, 

Everybody has a Tist of al] names, Take any warehouse or 4 
broker, you ask him. They all have the same names, 

Mr. Ni ONE. Do Vou sel] stee] to the Apex Electrical Co, ? 

Mr. Sincer. Once in a while, yes, 

Mr. Noonr. Have you ever bought any steel from them ? 

Mr. Sincer. What ? 

Mr. Noone. Have you ever purchased ny steel froin them ? 

Mr. SINGER. No. 

Mir. Ni INE. Are they lene wn Las end sers of steel] ? 

Mr. Sincer. O] » Ves, they are end users 

Mr. Noonr. Do you know of your own knowledge whether o; 
th 


1? ] 4 1 
V resell the teelL 4 


Mr. Sixcer. No 
Senator Moony. Are your purchases from the mill of Pp. 
materials or reject nie 

Mr. Sincer. Primary and reject 

s tor Moopy. Both ? 

Mr. Singer. Yes. 

Senator Moony. Do vou reconvert rejects and wasters ? 

Mr. Stncrer. Yes. We (rim them in our warehouse and bring t 
around and put them In good s] ape, We fuarantee the stee] whi 


{FOS out. 


{ waste! ( 


Senator Moopy. Your testin ony 1S you never sold any steel al 
the Warehouse pl Ice ¢ 

Mr. Stinger. Warehouse price ¢ f mill stuff, yes, regular mill stutl 

Senator Moopy. What is the largest mark up you ever made on n 
steel / 

Mr. Sincrr. The regular mark up depends what it is, hot roll. cold 
roll. What is the mark up. 

Senator Moopy. On cold roll mill steel what is the highest mark ul} 
you have put on the price ? 

Mr. Sincer. Well, it is pretty hard to mark up. 


ry 
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It runs all the way from around, I imagine $40 or $50, 
depends on what steel it is or what gage it is, see. It is pretty hard 
to give you an exact figure. 

We might have steel we pay 4 cents a pound, and recondition it to 
prime; and we se ‘ll it as a prime base stock, which all the warehouse 
do. That's where you get the benefit. 

Senator Moopy. In other words, you get the steel and reconvert the 
cteel. How much would that be? 

Mr. Singer. Probably bring about 50 percent more. See, you 
usually buy—— 

Senator Mow yy. Give it to us In amount. 

Mr. Stncer. You usually buy rejects at 85 percent of the prime. 
So you put it into prime, you make that 15 percent. Of course, it cost 

u money to do, 

Senator Moopy. For example, this S450 hundredweight steel you 
eet from Jones & Laughlin, what would be the normal warehouse 
price ot that i 

Mr. SINGER. Well, it all depends what the condition of the steel 
You might get it all the way from $6.50 to 87.50 would be the ware 
house price. 

Senator Moopy. What was this 88.85 ? 

Mr. Singer. That was some coil we hought from Elliott. They 

vea higher price. It cost us about 87.80. We didn’t make anything 

n that. ; 

Senator Moopy. What you are trying to tell us is that you move the 
market price of your steel up only a normal warehouse mark-up; is that 
neht ? 

Mr. Sincer. That’s right—normal warehouse reconditioning. 

Senator Moopy. You say that you have been in business for how 

oe, Mr. Singer / 

Mr. Singer. About 27 years for myself. 

Senator Moopy. Did you have any difliculty with the Government 
luring the Second World War 

Mr. Singer. No, sir. 

Senator Moopy. You had no difliculty ? 

Mir. Sincer. No. 

Senator Moopy. There were no violations of OPA orders? 

Mr. Sincer. No: we had no violations. We paid all our taxes and 

erything else. The books are all clear. 

Senator Moopy. So your testimony is that the major mark-up of 

steel that is moving out into end-users’ hands at $18 and up is 
idle by your brother and othe r peop le to whom you sol | the steel and 

dl not by vou; is that right ¢ 

Mr. Stncer. I don’t know what they sold it for. 

Senator Moopy. I am telling you what they sold it for. 

Mr. Stncrer. No; I have nothing to do with it. I don’t know a thing 
ibout it. 

Senator Moopy. All right, thanks for coming down. 

(Witness excused. ) 

Senator Moopy. Mr. Marion I. Levy and Mr. M.S. Hanke. 

Mr. Hanke. Mr. Levy is out of town. 

Senator Moopy. Are you the witness for the company ? 

Mr. Hanxe. I am the purchasing agent. (Witness sworn.) 
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TESTIMONY OF MERLE S. HANKE, PURCHASING AGENT, VIKING 
AIR CONDITIONING CORP., CLEVELAND, OHIO 


Senator Moopy. Will you state your name, please? 

Mr. Hanke. Merle 8S. Hanke. 

Senator Moopy. How do you spell it? 

Mr. Hanke. H-a-n-k-e. 

Senator Moopy. Will you state your position ? 

Mr. Hanke. Purchasing agent, Viking Air Conditioning Corp. 

Senator Moony. Your address, please ? 

Mr. Hanke. 5600 Walworth Avenue. 

Senator Moopy. Will you state the nature of your business? 

Mr. Hanke. We manufacture furnace blowers, window fans, 
humidifiers. 

Senator Moopy. How many people do you employ ? 

Mr. Hanxe. Approximately 200. 

Senator Moopy. Where do you get your raw materials? 

Mr. Hanke. The biggest part of our steel—not the biggest part 
We get some of it from mills and some from warehouse. 

Senator Moopy. What is your gross business in a year, Mr. Hanke’ 

Mr. Hanke. In 1950 it was around $ 3,000,000. 

Senator Moopy. $3,000,000 ? 

Mr. Hanxe. That’s right. 

Senator Moopy, Has it been as good as that in 1951, or better? 

Mr. Hanke. I don’t have those figures. I think it will be about 
the same. 

Senator Moopy. What tonnage of steel do you use in a month? 

Mr. Hanke. It ranges between 225 to 300 tons. 

Senator Moopy. Do you have any CMP rating for your steel ? 

Mr. Hanxe. We have a P—4 allotment rating. 

Senator Moopy. How muc hi is that / 

Mr. Hanxe. I think we are allotted around 600 tons per quarter. 

Senator Moopy. Six hundred tons a quarter? So that would mea 
about 150 tons—no, it would mean around 200 tons a month? 

Mr. Hanke. That’s right. 

Senator Moopy. Which would be some cut down from what ¥ 
have been operating on, but not very much? 

Mr. Hanke. That’s right. 

Senator Moony. Now, your normal suppliers—what mills do yo 
usually buy from? 

Mr. Hanke. The only ones who will do business with us is Repu! 
and Jones & Laughlin. 

Senator Moony. Have you tried to do business with others? 

Mr. Hanke. Yes. We have canvassed practically all the m 
Bethlehem, aM United States Steel. We do some business 
bar stock with United States Steel, but none of the others will tal 
any business. 

Senator Moopy. What reason do they give you for not taking you! 
business ¢ 

Mr. Hanke. Well, I suppose that we are located at the base }x 
of Republic and Jones & Laughlin here in Cleveland, and they f 
that we should be doing business with those companies. 

Senator Moopy. They haven’t told you that the reason they refu:s 
your business was because their mills were full of orders? 


17 
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Mr. Hanxe. Well, they have given us that excuse, and they have 
also told us that in view of the fact that the company was only formed 
in 1935 we don’t have a past history. 

Senator Moopy. The company was formed in 1935 ¢ 

Mr. Hanke. That’s right. 

Senator Moopy. Thats more than 15 years ago? 

Mr. Hanke. That’s right. . 

Senator Moopy. Have you noticed there are a great many people 
who have been testifying today from other cities who have been op- 
erating for a year or a year and a half in the steel business, and they 
seem to manage to get steel / 

Mr. Hanke. Well, we are a manufacturing concern, not a steel 
broker. 

Senator Moopy. I understand that. Do you think that steel brokers 

re better able to get steel than manufacturers ¢ 

Mr. Hanke. Well, a manufacturer has to concern himself with the 
problem of making ends meet as well as buying and selling steel. 

Senator Moopy. What is the normal price that you have been pay- 

v for the steel that you get? What type of steel do you principally 

pf 

Mr. Hanke. Sheets and coils is the bulk of our steel. 

Senator Moopy. What do you ae pay for sheets / 

Mr. Hanke. Well, from mill it runs between $5.50 and $6.50 in 

heets. 

Senator Moopy. Have you had to pay substantially higher prices for 

teel of that type at any time? 

Mr. Hanke. We did in 1951, the early part; or the bulk of 1951 

ve had to pay as high as $14.75. 
— itor Moopy. Where did you get that steel / 
. Hanke. We bought—now, I must say that that steel was mostly 
foreign steel. We did not buy any domestic steel for those prices. 

Senator Moopy. What did you pay for domestic steel ? 

Mr. Hanke. Domestic steel, we didn’t pay over $8.50 a hundred 

eht. 

Senator Moopy. Eight dollars and fifty cents a hundredweight ? 

Mr. Hanke. That’s right. 

Senator Moopy. How did you know it was foreign steel ? 

Mr. Hanke. Well. when we were sold we were told it was foreign. 

\lso you could tell when you look at it. 
Senator Moopy. So you paid $14.50 for foreign steel ? 
Hanke. That’s right. 
Senator Moopy. What are your sources of supply outside of the 


/ 


Hanke. Well, we deal with quite a few of the warehouses in 


Senator Moopy. You buy from warehouses in town? Where have 
bought your steel? From what warehouses, for example / 
Hanke. Oh, United States Steel Supply, Ryerson, Notting- 


Senator Moopy. Sterling Steel ? 

Mr. Hanke. No. 

Senator Moopy. You never bought any from Sterling Steel ? 
Mr. Hanke. We bought foreign steel from Sterling Steel. 
Senator Moopy. Foreign steel? 
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Mr. Hanke. Foreign steel; that’s right. 

Mr. Noonr. What price did you pay for that ? 

Mr. Hanke. We based the order at $7.30 a hundredweight. It was 
finally delivered at $9.30, what we got out of it. We ordered 500 
tons; we got 150 tons at $9.50. 

Mr. Noonr. Did you contract to buy it at $7.50? 

Mr. Hanke. At $7.30, 

Mr. Noonr. And it went to $9.30 before you got it ? 

Mr, Hanke. That’s right. 

Mr. Noone. Do you know why? 

Mr. Hanke. We were told that there was a $2-a-ton ocean freight 
rate put on in addition to that on November 1, 1951—or 1950. 

Mr. Noone. What percentage of your steel have you had to get 
outside normal sources, normal channels ? 

Mr. Hanke. What do you mean by “outside of normal channels”! 

Mr. Noone. Outside of the mill and warehouse sources that you 
normally use, how much have you hi ad to obtain through brokers? 

Mr. Hanke. I wouldn't say over 2 percent. 

Mr. Noone. Two percent! 

Mr. Hanks. That’s right. 

Senator Moopy. Have vou kept your production up? 

Mr. Hanke. Yes: pretty close. 

Senator Moopy. So steel has not been a problem to you; is that 
right ¢ 

Mr. Hanke. It has been a problem. 

Senator Moopy. It has been a problem / 

Mr. Hanke. I| have had to spend full time on it. 

Senator Moopy. But you manage to get the steel you need to pro- 
duce; is that right 4 

Mr. Hanke. That’s right. 

Mr. Noone. What would have been the result had you not paid 
these high prices to the brokers to get that necessary steel? Would 
you have had to shut down? 

Mr. Hanke. Yes. 

Senator Moopy. Have you ever actually had to shut down for lack 
of steel ¢ 

Mr. Hanke. No. Had to juggle production. 

Senator Moopy. Did you say that you were classed as not having 
a historical experience by the mills? 

Mr. Hanke. We were told that we didn’t have suflicient historical 
experience. 

Senator Moopy. Who told you that ¢ 

Mr. Hanke. Republic Steel. 

Senator Moopy. How long have you been dealing with them? 

Mr. Hanke. Weil, now, suppose we clear one thing: Up until 141 
we had a very small business, so the biggest part of our business 
was after that. That's probably the reason we don’t have good his- 
torical experience. 

Senator Moopy. That was 10 years ago. 

Mr. Hanke. That’s right. 

Senator Moony. Have vou had a substantial business for 10 years! 

Mr. Hanke. No. Our business has increased quite a bit in the 
last 4 or 5 vears. 
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Senator Moopy. Thank you very much. 

(Witness excused. ) 

Senator Moopy. Mr. E. C. Doll and Mr. Edwin Schroeder, Lovell 
Manufacturing ¢ ‘orp. (Witnesses sworn.) 


TESTIMONY OF EDWIN A. SCHROEDER AND EDWARD C. DOLL, 
LOVELL MANUFACTURING CO., ERIE, PA. 


Senator Moopy. Will you give your names and addresses to the 
reporter ¢ 

Mr. Scurorper. Mine is Edwin A. Schroeder. 

You want my residence or business address ¢ 

Senator Moopy. Your business address. 

Mr. Scurrorper. Erie, Pa. That’s all. 

Mr. Donn. Edward C. Doll, D-o-1-1, Lovell Manufacturing, Erie, Pa. 

Senator Moony. Which of you gentlemen wants to act as the 

Mr. Dou. Mr. Schroeder is the purchasing agent. We may toss it 

ick and forth. 

Senator Moopy. Mr. Schroeder, will vou describe the nature of your 
business ? 

Mr. Scurroreprer. Well. we manufacture wringers for the washing- 
machine trade, and tumbler type clothes driers, electric. 

Senator Moopy. How large a business do you do ¢ 

Mr. Donn. Our volume last vear, around 810,000,000 worth. 

Senator Moopy. You use steel, clo you! 

Mr. Dott. We do: a lot of it. 

Senator Moopy. How much steel do you use in a year? 

Mr. Down. Well, the last few vears we have been using, oh, 7.000, 
8,000, 9,000 tons a year. But we are off now, along with the appliance 
Us SS, since about the middle of the year. 

Senator Moony. How much in dollars does that 7.000 to 9,000 tons 
nake ? 

Mr. Donn. I don’t know. A lot of money. 

Senator Moopy. Have vou had any difliculty gettin 

Mr. Don. A great deal. 

Senator Moopy. Will you tell us about your difficulty 4 

Mr. Dotu. Well, Mr. Schroeder is the fellow that is responsible for 
buying, and IT would like to let him answer that question, if it is O. K. 

Senator Moopy. It is certainly all right. 

Mr. Scuroeper. Well, our regular mill sources, Republie and United 
States Steel, Sharon, American Steel & Wire, beginning about the 

rd quarter they came in and said, “We will have to reduce your 
ulotment.” 

So. as a result. we have had to vo and contact the brokers for our 


o steel, Mr. Doll 2 


steel to keep — 

Senator Moopy. This was last summer / 

Mr. Scruroeper. Yes. Well, I will say it began even prior to that, 
the early part of the year. 

But our tonnage was tremendous, and we couldn't get all we re- 
quired from our regular sources. 

Senator Moopy. Where did you go to get the steel ? 

\Ir. Scrrroeprer. Well, we vot it from Sterling Steel Products. 

senator Moopy. How much did they charge you for that steel 4 
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Mr. Scuroeper. Nineteen dollars and twenty-five cents a hundre«| 
weight. 


Senator Moopy. Nineteen dollars and twenty-five cents ¢ a 
Mr. Scuroeper. To $12.25. 
Senator Moopy. Twelve dollars and twenty-five cents to ninetec, ai 
dollars and twenty-five cents ? h 
Mr. Scuroeper. Well, the price came down toward this present t] 
quarter. 
Senator Moopy. What was the mill price of the steel for which you 
paid $19.25? 
Mr. Scuroeper. Well, at that time I would judge it would be about, 
oh, $5.40 a hundredweight. 
Senator Moopy. So you had to pay nearly four times as much for 
the steel ¢ a 
Mr. Scurorper. That’s right. bh 


Senator Moopy. Why did you do that? Why didn’t you refuse 
to pay that price? f 
Mr. Scuroeper. Well, if you would be sitting at a purchasing agent's 
desk and the production control came down and said, “We have to 
have steel or close down,” you'd buy steel wherever you could get it 
Senator Moopy. How many people do you employ ? 
Mr. Scuroeper. Around 600, 750. P 
Senator Moony. Is that in Erie, Pa. ? 
Mr. Doutu. That’s right. 
Senator Moopy. So that you had the alternative of buying this stee! 
or closing up your business; is that right ¢ 
Mr. Scuroeper. That’s right. | 
Mr. Doiu. I might add there, Mr. Chairman, not only would we & , 
have to put our 600 or 750 people out of employment, but we ar 
Important suppliers to the entire washing-machine industry. We 
wouldn't get those wringers out, and a great many more lines i 
various sections of the country would have closed down, and a gre: 
many more people would have been unemployed. 
Senator Moopy. You are in a position then of having had to pay 
nearly four times the normal price of steel in order to keep the busine 
going, a business that not only reflects the employment of several 
hundred people in Erie but also might shut down the washing-machir 
companies in other cities in the country ? 
Mr. Doi. That istrue. However, think, as Mr. Schroeder pointe ' 
out, the $19.25 was not general. 
Mr. Scnroeper. No; not general. | 
Mr. Doti. We couldn’t stand that. 
Mr. Scuroeper. It varies from $12.25 to $15, but the highest \ 
paid was $19.25 
Senator Moopy. What do you think of $17.25? Is that a satisfa 
tory price? | 
Mr. Scurorper. That’s plenty high, too. | 
Senator Moony. Did that have any effect on your pricing schedule: 
Mr. Dotn. It didn’t, but it should have, because our prices 1” | 
frozen. We haven’t been able to do anything on prices, and we havent 
changed our prices since the first of the year. So it did hav 
material effect, of course, on profits. 
Senator Moony. To what extent did it cut it down? Did 
you in the red? 
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Mr. Dott. No. It was because we had good volume the first 6 
months. The last 6 months we have barely broken even. Absorption 
of overhead by high volume in the first 6 months saved us. 

Senator Moopy. So you feel, do you, Mr. Doll, that if you had to 
operate at the level of the past 6 months, the lower level, and also 
had to pay the price for steel that you had to pay in the gray market, 
that you might not have broken even for the year 1951 ¢ 

Mr. Doti. No question about it. We would not have. 

Senator Moopy. You would have gone into the red ? 

Mr. Dou, Absolutely, unless we could have got price relief. 

Senator Moopy. Unless you could have increased your prices? 

Mr. Dotx. That’s right. 

Senator Moopy. So the effect of the gray market in steel in your 
case is to put the profits that I presume you feel you should be making 
because of your manufacturing function into the pockets of people 
who contribute nothing to the Nation’s economy? Is that your general 
feeling ? 

Mr. Dot. That would be one way of putting it. 

Senator Moopy. Do you want to put it differently ? 

Mr. Dott. No, I think that’s well put. 

Senator Moopy. I am not trying to put words into your mouth. 
am merely trying to interpret the test imony as we go along. 

What other brokers have you dealt with, Mr. Se hroeder ? 

Mr. Scurorper. The Smith Steel Supply Co., Pittsburgh. 

Senator Moopy. How much do they charge you 4 

Mr. Scrrroeper. Not nearly as much as we paid oh, I have here a 
price of 13 cents, 15 cents, 16 cents. The volume has been small. That 

the purchase has been small from this outfit. 

Senator Moopy. Thirteen to sixteen cents ¢ 

Mr. Scnrorper. Yes. Then | have a small purchase from the 
Bucky Steel Co. in Chicago. 

Senator Moopy. The what steel company ¢ 

Mr. Scuroreper. Bucky. 

Senator Moony. Bucky? 

Mr. Scnrorprer. Yes. 

Senator Moopy. How much did you have to pay for that ¢ 

Mr. Sctrorper. $17.50, 

Senator Moopy. It would be interesting to know whether that was 
the same steel that moved from 

Mr. Scrrroeper. I beg your pardon. Just a minute. I paid $17.50 
for a 10-ton trial order, and then $16.50 for a 20-ton order. 

Pardon me for interrupting you, Mr. Chairman. 

Senator Moony. It is all right. 

The Bucky Steel Corp. shows from the last set of witnesses we had 

t it bought steel from the Manc hester Steel Co. of Cleveland, which 

d marked up the price of the — from—well, roughly 100 percent, 
from roughly $7 to $8 up to 316,50. They had gotten the steel from a 

el warehouse, which, in turn, od it from the mills. So that makes 
five levels of steel. 

ls the steel situation in better condition now ¢ 

Mr. Scrrrorever. No, it is not. Our allotment for the first quarter, 
we are only getting about 40 percent of what we require. Also the 
second quarter. 
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Senator Moopy. Now, you are mentioning the CMP situation; {s 
that right? 

Mr. Scuroeper. Yes—well, no. Our CMP situation is all 
We have the allotment. 

Senator Moopy. You do have the allotment ? 

Mr. Scurorper. Yes, but we can’t get the steel. 

Senator Moopy. Have vou tried to get the steel from the regula 
nulls ? 

Mr. Scrrroeper. Well, the answer is, “Well, ‘you haven't done any 
business with us the last few years: we don’t see how we can help 
you out.” 

Senator Moopy. Have you tried to vet the steel ? 

Mr. Scuroeper. I have, from the Bethlehem Steel Co. In facet, las: 
fall | talked to their salesman On several occasions, He says, “We 
I can’t do anything for you now, but let’s see what opens up in the 
first quarter. We will contact you.” 

Senator Moopy. The Bethlehem Steel Co. has refused to sell you 
steel in the first quarter, have they ¢ 

Mr. Scuroeper. No; I dont say that. I say they promised they 
night have an opening in the first quarter, ana they would contact me 

Senator Moopy. Have they contacted you 4 

Mr. Scuroeper. No; not as yet, and I have been trying to get 
touch with their salesman. 

Senator Moopy. Where is he? 

Mr. Scuroreper. In the Buffalo office. 

Senator Moopy. Have you been able to vel him ? 

Mr. Scurorper. Not as yet: no. 

Senator Moopy. How many times have vou tried it? 

Mr. Scruroeper. Well, I only tried once. That was about 3 wee! 
ago. And they said he is headed for Erie, and he will contact me 

Well, I am still waiting. 

Senator Moopy. He didn't contact you? 

Mr. Scuroeper. No. 

Senator Moopy. Have you written a letter to the Bethlehem Steel 
Co. asking for steel ? 

Mr. Scurorper. No; | have not. 

Mr. Dott. Well, you have tried to get more steel from our regular 
sources of supply. 

Mr. Scuroreper. Yes: I tried to get from our regular sources, too. 

Senator Moopy. What regular sources have you tried to get steel 
from ? 

Mr. Scrmorper. Republic, Carnegie, United States Steel. 

Senator Moopy. What have they told you about the first quarter / 

Mr. Scuroxprr. Well, they say, “Well, we can’t give you any more 
than we have allotted to you.” 

Senator Moopy. You have the CMP tickets for the steel? 

Mr. Scurorper. That’s right. 

Senator Moopy. So they could legally honor those tickets? 

Mr. Scuroreper. That is right. 

Senator Moopy. How does that match up, Mr. Schroeder, with th 
statements by some people in the industry that we are going to hav 


steel coming out of our ears ? 
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Mr. Scuroeper. Well, I can’t see it that way. 

Senator Moopy. There isn’t any steel coming out of your ears; is 
that right ¢ 

Mr. Scrrorper. No; I should say not. For instance, I was ap- 
proached by, I think it was Republic or Carnegie. ‘They can let me 
have 30 tons for April and 30 tons for May and 30 tons for June. 

Well, we can use 400 and 530 tons if they could give it to us. 

Senator Moony. How much would your normal requirement be / 

Mr. Scuroeper. Oh, let’s see 

Mr. Dott. Well, 350 tons at our present level, I guess. 
dred and fifty tons a month. 

\L[r. SCHROEDER. It would be 450 or 500 tons 1f we 
way we did the first 6 months of the year. 

Senator Moopy. Where are you voIne to get this 450 tons of steel 


were cvoiIng the 


+ 


you cant get it through your normal channels 4 
Mr. Dou. Keep Ol} doing the Way we were doing, 
extent. 
senator Mo WY. Keep on eetting it out of the oray market ¢ 
\ir. Scuroeper. That’s right. 
Mr. Dou. Keep On paving the price at lower volume. We are 
is lush as we were 6 months ago 


oht be of some help: In the first p! ice, the OPS, I believe at le: 


Senator Moopy. Let me give you two points of information th: 


© ] 1 


Pilil 


irtly because of the revelations by th committee, ha 


j : ] 1 
“ia new reoulation on stee] prices Which requires, ¢ 


to be sold not more than a vlvel 
price, so that anyone who tr 
ive vpeen paving would how 
le damages, subject to injunction, and 
ul penalty. 
Phat has hot heen the « ise ul til. shall we st ‘ 
The other thine that may interest von, Mr. Doll. is th; 
dent of the Bethlehem Steel Corp. testified before the committee 
Washington that he expecte la surplus of steel in t] 1 


tec e first quarter 


So maybe if vou contact him, you can get some steel, ] f you 
ll like to have vou tell me about it. 
Mr. Dott. [saw his statement, too. I think that he finds plenty of 
hough, doesn’t he? 
United States Steel Corp. witness fol 
im on the stand, and as [ understood, did not entirely agree 
him, 
hank you very much for coming, gentlemen. 
Witnesses excused. ) 
Senator Moony. Mr. Albert Kahn and Mr. Alfred Jackson. 
\re you Mr. Jackson ? 
Mr. Jackson. That’s right. 
Mr. Amis. Is Mr. Kahn here? 
Mr. Jackson. Mr. Kahn is in the room, but he is subject to doctor's 
rders. He had a heart attack last fall— 
Senator Moopy. We won't press him. (Witness sworn.) 
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TESTIMONY OF ALFRED JACKSON, STERLING STEEL PRODUCTS C0., 


CLEVELAND, OHIO 


Senator Moopy. Will you give your name and business to the cor 


mittee, 


Mr. 


Clevel: 


please ¢ 
Jackson. Sterling Steel Products Co., 826 Leader Buildi: 
ind, Ohio, Alfred Jackson. 


Senator Moopy. Will you state the nature of your business, M 
Jackson ? 


Mr. 


JACKSON. We are distributors and resellers of steel. 


a Moopy. Do you consider yourself a steel broker ? 


e 
Mr. 
men 
Mr. 
sel 
spa ‘ef 
Mr 
meh 


é 
OO 


“Mr. 
W hi - 
forth. 
men 
Mr. 
Seni 
Mr. 
Sen 
Mr. 
sen 
Mr. 
meni 
pany ¢ 
Mr. 
pent 
Mi 
Sel 


Mr. 


J ACKSON, Partly. 
ator Moopy. You own a warehouse ? 
JACKSON. No. 


ator Moopy. You do not ? 


J} ACKSON, No. 


ator Moopy. Do you handle steel? Do you rent wareho 


Jackson. We do. 


ator Moopy. How much do you pay in a year for wareho 


KSON. Well, that fluctuates according to the amount of s 
we store, the period of time, the handling, and so on and 


ator Moopy. What sort of business headquarters do you ha 


Jackson. Oh, we have offices in the Leader Buil ling. 


ator Moopy. Oflices in the Leader Building ? 


Jackson. That is right. 


ator Moopy. Do you have any equipment to process steel ? 


Jackson. No; we do not operate our own warehouse. 


ator Moopy. You do not? 


Jackson. No. 
itor Moopy. How many people are employed by your 


JACKSON. We have five of us. 


ator Moopy. There are five of you? 


J ACKSON. Yes. 


ator Moopy. That is yourself, Mr. Kahn, and three girls? 


Jackson. Three girls. And then, of course, we also have a 


tors who are not regular full-time employees. 


Sen 


payrol 
Mr. 
Sen: 
Mr. 
Sen: 
Mr. 

period of 30 years, and Mr. Kahn’s over a period of 28 years. 


Sen 
Mr. 
Sen 
Mr. 
imate 
obtain 


ator Moopy. You have some auditors, but they are not on y 


1? 

JACKSON. Right. 

itor Moony. How long have you been in business, Mr. Jackso! 
Jackson. We have been in business for 17 years. 

ator Moopy. Dealing in steel ? 

Jackson. In steel; and my experience in steel has been over 4 


ator Moopy. So you are veteran steel men? 


Jackson. I think so. 


ator Moopy. From where do you get your steel ? 


Jackson. We get our steel from numerous sources. An approx: 
breakdown of our purchases this year shows that we nave 
ed approximately 30 percent from imported steel, 30 perc 





STEEL GRAY MARKET 


from mills, 30 percent from warehouses, and the other 10 percent from 
conversion deals, other brokers, and surplus. 
Senator Moopy. Who are your chief mill suppliers? 
Mr. Jackson. Detroit Steel m: ainly, 
Senator Moopy. So your chief source is the Detroit Steel Co.; 1s that 
right? 
Mr. Jackson. That’s right. 
Senator Moopy. With whom do you deal there ? 
Mir. Jackson. With whom ? 
Senator Moopy. Yes. 
Mr. Jackson. We deal with Mr. Brown. 
Senator Moopy. Do you have any other mill sources besides Detroit 
eel ¢ 
Mr. Jackson. Well, yes; but they haven't been very active in the 
vear. W e buy from -we have bought from practically all 
mills. 
Senator Moopy. Do you buy as a warehouse, or on what basis do 
buy the steel from the Detroit Steel Co. 2 
Mr. Jac KSON, No Asa reseller. 
Senator Moopy. So the Detroit Steel Co. knows that when they sell 
=~ steel they : ire selling it to a broker ¢ 
Mr. Jackson. T hat’ sright. The product that we buy from Detroit 
eel is not a warehousable product. 
Senator Moopy. A waster? 
Mr. Jackson. It is a semifinished product, billets < 
I'\ products, 
Senator Moony. Se ondary products ? 
Mr. Jackson. Right 
Senator Moopy. How much do you pay for that? 
Mr. a ACKSON, Oh, 1 mn the he igh! 0rhood of ss a ton. 
Senator Moopy. About S84 a hundredweight ? 
Mr. Jackson. Four cents a pound. 
Senator Moopy. How much do vou sell that for? 
Mr. Jackson, Oh, around $87, $90, depending upon the tonnage and 
» orade, 
Senator Moopy. I see that you have sold some of the steel that you 
ined from the Detroit Steel Co. to the Indiana Wire & Steel in 
incie, Ind., for—well, you had 3.75 cents, and you marked it up to 
cents. That’s your normal mark-up; is that right? 
Mr. Jackson. Well, some of that material costs 4 cents, 3.75 to 
+ cents, 
Senator Moopy. That is what you consider a normal broker’s 
mark-up ? 
Mr. Jackson. That’s right. Approximately—— 
Senator Moopy. I would say your mark-up on that case was a lot 
more modest than a lot of other mark-ups J have seen. 
Mr. Jackson. That’s right. 
Senator Moony. Where else do you get your steel, Mr. Jackson ? 
Mr. Jackson. Well, we bought large tonnage of steel from Europe. 
We handle a lot of imported steel. 
Senator Moopy. Is the mark-up on your imported steel about the 
same as the mark-up on the steel you get domestically ? 
Mr. Jackson. I would say approximately the same, depending again 
pon the market at the time the steel arrives, and so on. 
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Steruine Sree Company 


Sececreo Sree. Transactions Since Juv | 1951 


Bemumion Ececraic LANGENAY MFG. Co 
MANS £16.D, Onto CLEVELAND, Onio 
20 Joo 485. AT 20,7oo -Bs. AT 
$2.00 Tot.as 
cw 


Derroir Sreer Co. Inpiana Wine + Sree 
DerRoir, Micw. Aon ié, INDIANA 
5, O00, 000 485. ar 
Pas cwr 


Crycon Co3nr Forcacn Sreec Co. 
Pps And Cini nnart, Onto 
97,000,000 1858, AT 
$4.75 Cwr 


a+ 
Brie, Penna 

D 39,53% tBs. ar 
#7 ©o Cwr 


| Donacod MARKS METAL FABRICATING Col 
poser, shen Sreexw Co. Derreir, Mice 
/So dps ar CLEveLaAnD 25, B90 L@s. Ar 
Fe ae Te ¥ 40.00 51,265 CBS. AT S'z0.00 cwr | 

ad 


—_— STEEL i FaR@anxs Monse AbL15-CHALMERS 

Neus Yorum M.-Y. Cuic age, Tee Gavspan, ALA 

| 5,265 <68s - | 67.990 ces. at $1,265 tod aT 
| 6.00 Cwr $ (3.80 CwTr 


spe B4nxs Whass | | LEaver Sreen Co | Woonward Sree Co! 
| THEE kivers, Mrcm | __ Real vested “antes ; Cleve AnD Derror Nich 

| (60,000 LBs. | jaSacs 465 ar 35 2°96 <lss. AT 

ar i | 1372.90 Cw ‘91360 CuT 


| Meocwr _f Ijin nee Heemneres - 

Senator Moopy. You have bought steel from the Crylon Corp.. of 
Weehawken, haven't you ¢ 

Mr. Jackson. That’s right. 

Senator Moopy. What kind of steel was that ? 

Mr. Jackson. They are a warehouse. 

Senator Moopy. They are a warehouse / 

Mr. JACKSON, That’s right. 

Senator Moopy. What kind of steel have you bought from them / 

Mr. Jackson. Sheets, strips. 

Senator Moopy. Was that domestic steel ? 

Mr. Jackson. Yes. As far as I know, domestic steel, 

Senator Moopy. oe much have you paid the om ¢ 

Mr. Jackson. Oh, varying all the w: iy from, depending upon t 

‘ade of material, all the way from 4 and some up to 16 cents a pou 

Senator Moopy. So you paid from 4 cents to 16 cents a pound? 

Mr. Jackson. That’s right. 

Senator Moopy. Is there that much gap between the value of | 
steel ¢ 

Mr. Jackson. See, the commodity at 4 cents or 4. 25 is a waster o1 
shearing, and the commodity at the higher price is a full prime cold- 
roll sheet. 

Senator Moopy. How much would that full prime cold-roll 
cost at the mill? 

Mr. Jackson. Oh, I would say in the neighborhood of 5.5. 
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Senator Moopy. Five and five-tenths? 

Mr. Jackson. Five and seventy-five hundredths. 

Senator Moopy. So you had to pay 16 cents for this steel yourself ¢ 

Mr. J ACKSON, Yes. 

Senator Moopy. What price did you sell the i6-cent steel for? 

Mr. JAcKSON. Seventeen. 

Senator Moopy. Did you ever have a mark up of more than J 
cent ¢ Have you evel murked your steel up more than acenta pound 4 

Mr. Jackson. Well, our average percentage of mark-up this vear 
is been around 14 percent. 

Senator Moopy. Around 14 pel ent ¢ 

Mr. ed AC KSON, Gro marl up 

Senator Moony. When you | 
rom this Crylon Co, 


| 
: ie care 12 
uready a market tor that steel / 


mught this steel for 16 cents 
n New Jersey. wa a Gamble, or 
Mr. Jackson. Oh. no: we had an ord 

Senator Moony. Fo 
Nir. a \CKSON. Seventeen cents. 
Senator Moopy. For 17 cents? 


Mii J ACKSON, That's rich 


j 1 
r how much é 


Senator Moopy. So you simply took 
fee for finding the steel: is that eorrect / 
Mr. Jackson. Well, it doesn’t wo 
mer requires a certaim commodity, an ; 
vou have a cost of 16 cents: the you quote accordingly. 


In other words. 1f we hay a lo-cent cost, we quote ye 
1 10-cent cost. we would bave quoted 11: if we had a 12 

bably have (| ioted 15. 

Senator Moopy. Wha thie lara st mark up that 

steel in 1951, in cents per pound ¢ 

Vii od AC KSON, Well, it ls really (| {The uit to answer. 

Senator Moopy. Can you answer the question 4 

Mr. a ACKSON, | dor ‘| think | can. | don't know. 

Senator M MODY. Well, oO retire sh your rec lection. ha Ve you ho | 
steel from the Middleton Steel Co., of New York ? 

Mr. Jackson. Yes. 

Senator Moopy. How much did you pay for that? Do you re 
member ? 

Mr. Jackson. Somewhere in the neighborhood of 8.25 or 8.50. 
don’t remember, Something like that. 

senator Moopy. To whom did vou sel] that steel ; do vou remember ? 

Mr. Jackson. Yes. I think we sold that to Donald Marks. 

Senator Moopy. Donald Marks, of Cleveland ? 

Mr. Jackson. Yes. 

Senator Moopy. The Donald Marks Steel Co. ? 

Mr. Jackson. That’s right. 

Senator Moopy. How much did you charge them ? 

Mr. Jackson. Charged them $11 in Youngstown. 

Senator Moopy. Eleven dollars in Youngstown ? 

Mr. Jackson. Yes. 

Senator Moony. Was the steel in Youngstown ? 

Mr. Jackson. Well, that’s one of the reasons, Mr. Moody, why some 
of these figures are so deceptive on the face, on the surface. This 
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material was bought from Middleton Steel at whatever price it \ 
8.25 or 8.5 

Senator Moony. Eight seventy-five. 

Mr. Jackson. We “shipped it to Wilder Manufacturing _ 
Youngstown, Ohio, where we had it pickled and oiled. We paid 
freight from New York to Niles, Ohio; we paid for the pickling a 
oiling. 

We then sold it to Mr. Marks at 11 cents. I think our total mark 
after paying for the freight and the processing was less than a ce1 
pound, 

Senator Moopy. Less than a cent a pound? 

Mr. Jackson. Yes. 

Senator Moopy. What kind of business is the Donald Marks C. 
That’s a broker, is it ? 

Mr. Jackson. I think so. 

Senator Mcopy. And you pros essed this steel, had it shipped 
from New York to Youngstown and from Youngstown to here / 

Mr. Jackson. No. We sold it to Marks— 

Senator Moopy. Then as of Youngstown ? 

Mr. Jackson. That’s right. 

Senator Moopy. Now, they didn’t charge you any freight fi 
La Crosse, Wis., bv any chance? 

Mr. JAC KSON, What ¢ 

Senator Moopy. That may baffle you, but it also baffled me. TT! 
was some steel shipped from Ohio to Plymouth, Mich., and t! 
charged the buyer freight from La Crosse, ee 

Mr. Jackson. This was sold to Marks f. o. b. Youngstown. I di 
know what happened to it there. 

Senator Moony. Do you have any relationship with the Le 

el Co? 

Mr. Jackson. Yes, 

Senator Moopy. What is the connection 2 

Mr. Jackson. Itisapartnership. One of the boys is my son-in 
and the other one is my partner's son-1n I aw. 

nator Moopy. So you are one ge ‘ation. and you have put \ 
in the business: is an right ? 
N. Well, thev are both veterans of World War II. 
is 1] ae. and Kahn’s son-in-law was a prisoner of 
Kurope. They came In in 1945 and started the Leader Steel. 
Moopy. How much steel do you sel] through the Le 
cson. Through Leader ? 
Moopy. Yes. 

Mr. J ACKSON. Oh, I don’t know. IT know that our entire sales | 
brokers this past vear was less than 10 percent. The entire vol 
to all brokers was less than 10 percent. 

Senator Moopy. So vou se 11 90 pe reent to end users: is that right / 

Mr. Jackson. No. We sell approxim: itely 80 percent to end use! 
and approximately 10 percent to other warehouses and 10 percent | 
broke Ts. 

Senator Moopy. Now, you say other warehouses. You don’t ha‘ 
a warehouse ? 

Mr. Jackson. That’s right. We sell to warehouses. 
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Senator Moopy. So that the total amount of your steel sold to Leader 
Steel Co. and all other brokers is not more than 10 percent of your 
business ¢ 

Mr. Jackson. Right. 

Senator Moopy. Now, the sale of the steel you got from the Crylon 
Corp. in Weehawken went to the Lovell Manufacturing Co., of Erie, 
Pa., at $17. You paid from $4.25 to $12.25. How do you explain 
that gap ¢ 

Mr. Jackson. That is not so. 

Senator Moopy. That is not so? 

Mr. Jackson. No. 

Senator Moopy. What was the price? 

Mr. Jackson. We paid 16 cents a pound for that. 

Senator Moopy. Where did you get it ? 

Mr. Jackson. From Crylon. 

Senator Moony. But vou paid 16 cents a pound for it? 

Mr. Jackson. That’s right. 

Senator Moopy. And sold it at 17 cents? 

Mr. Jackson. That’s right. 

Senator Moony. Can you find us that invoice? 

Mr. Jackson. Yes: I have it with me. 

Witness produces document. ) 

Senator Moopy. This is the steel that you sold subsequently to the 

ovell Manufacturing Co. ? 

Mr. Jackson. The invoice number— 

senator Moopy. There 1s a notation here on the invoice of the steel 

ning from Crylon. It has the word “Lovell” on it, and } 

10,178. 
Is that the steel you sold to Lovell? 
ir. Jackson. Our invoice number to Lovell is s!} 


Senator Moopy. I just read 
Mr. Jackson. Yes. 
Senator Moony. Does that 
d to Lovell? 
Mr. Jackson. That’s right. 
senator Moopy. Did you have this sale to Lovell 

teel from Crvlon? Did vou have the order fron 

vot the steel from Crylon? 
Mr. J ACKSON, Yes. 
Senator Moony. You did? 
Mr. JAcKson. Sure. 
Senator Moony. Do you have your order No, 7464 here? 
Mr. Jackson. Which is that? 
Senator Moopvy. Purchase order 7464 from the Crvlon Steel] Corp. 
Weehawken, 15 tons of 16-gage prime soft cold-rolled sheets. in- 
ating $10 a hundredweight ? 
Mr. Jackson. That was another lot. Yes: we bought that at $10 
hundred. 
Senator Moony. And this indicates that vou also sold that to Lovell 
rS17? 
Mr. Jackson. Well, the reason for that $10 price was we had bought 
considerable tonnage of 14-gage sheets from Crylon which we had 
pped to Fairbanks-Morse, on which we had a very, very heavy 
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rejection. There was a substantial credit allowed to Fairba 
Morse, and in consideration for that allowance we were given a sp 
cial price from Crylon for a certain limited amount of steel 

offset the loss on the 14-gage sheets to Fairbanks-Morse. 

Senator Moopy. So your interpretation— 

Mr. Jackson. In other words, it is a tie-in deal, and I have li 
so as to give you an idea of what I am talking about, credits that 
issued to Fairbanks-Morse, for which the special price was given. 

(Witness hands document to Senator Moody.) 

Senator Moopy. Here is a credit for $3,598.51: one for 8175.87; 


si47.50: one for 83,802.60: one for S1.839.40: one for S16.4¢4.5 


, 


purchase of this steel from Crylon, this lower p: 
n. cover that entire credit ¢ 
on. No. Hh ais involved some other materials 
» obtained from oth 
Moopy. DI Mi tad ) irh ‘oughly 


Senator Moopy. $ u got a special credit from Crvylon 
ul pury i l, that’ way you exp! ain it? 
Mr. Jackson, That one particular transaction of 10 cents a por 
Senator M ODY. ttl 2) allowed you to make it up to the Le 
Manufacturing Co. at ) 
Mr. Jackson. Th \ tk now anytt ine about the sale to Lov 
They just gave us on nin price on that particular commos 


se ~ Mo Thi Hs, j take it. L6-cent steel: is that corre 
Mr. od AC KSON,. , Th , ‘ 
senator Moopy. And ( tT § at S310] of 6 cents 


Mr. Jackson. Right. 

Senator Moopy. Now. 

Mir. Jackson. About 

Senator Moony. So that the price has risen sufficiently in these 
rio Is dea ings 30 th il they could vive you a conces ion of a 
the mil] pl ice on the steel and still charge you more than the m 
of the steel, right ¢ 

Mr. Jackson. I don’t know about their operations 

Senator Moopy. I am just saying if this is 5-cent steel and they 
it to you for 10 that’s double five: and in addition to that they 
vive n you 2 concession of more than the mill pr ice of the steel. 

That’s a measure of the amount that the steel has moved up in p1 
I must say that if all the dealers had charged the margin that 
charged, you would not have such a violent gray market in steel. 
far as we have been able to discover, your margins have been m 
smaller than the others dealing in this market. 

Did you buy steel from the Fairbanks-Morse Co. in Three Rive: 
Mich. ? 

Mr. JAckson. Yes. That also was a part of this credit allowa 
You will find among those credits, those allowances, and instead 
our replacing the steel, they had approximately 100 tons of 20-gag 
steel a they were willing to let me have a price which was at ” 
time below the market in part consideration of these losses whi 
had to sustain. 

Senator Moony. T he y re jec ted the steel ? 

Mr. Jackson. That’s right. 
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Senator Moopy. So you had to make up the loss to them, right ? 

Mr. Jackson. Well, they rejected the steel. It was our loss; we had 
to sustain the loss. 

Senator Moopy. That’s right. And they sold you steel at less than 
the market to help you make up your loss # 

Mr. Jackson. That’s right. 

Senator Moopy. Although it was your steel that they rejected; is 
that right ? 

Mr. Jackson. No; they didn’t sell us our own steel. That was dif- 
ferent steel. ‘That wasn’t our steel that they sold us back. 

Senator Moopy. But they gave you a break in some other steel 

Mr. Jackson. That’s right. 

Senator Moopy. But you still paid $11 for it ? 

Mr. Jackson. Well, steel was worth about $13 at the time. 

Senator Moopy. I see. This gives the address of Fairbanks-Morse 
is 600 South Michigan, Avenue, Chicago. 

Mr. Jackson. All of these transactions were at their Three Rivers 
plant. ( hicago, that’s their head oflice. All bills are billed to their 
(nicago office. 

Senator Moopy. Is this the only occasion when you bought from 
Fairbanks- Morse 4 

Mr. Jackson. Yes. 

Senator Moopy. You ordinarily sell to Fairbanks-Morse; is that 
right ¢ 

Mr. JACKSON. Yes. 

Senator Moopy. In this case they allowed you to b iV some teel / 

Mr. Jackson. That’s right. 

senator Moopy. Vhank you, Mr. Jackson, very much. 

(Witness excused. ) 

Senator Moopy. Mr. Donald Marks of the Donald Marks Steel Co. 


TESTIMONY OF DONALD MARKS, PRESIDENT, DONALD MARKS 
STEEL CO., CLEVELAND, OHIO 


Senator Moopy. Will you give your name and address, please, Mr. 
Marks ¢ ( Witness sworn. ) 

Mr. MARKS. Donald Marks. Donald Marks Steel Co.. 935 Schofield 
) lding, Cleveland LOy Ohio. 

Senator Moopy. What is your business, Mr. Marks? 

Mr. Marks. I ama steel broker. 

senatol Moony. You are 2 steel] broker 7 Do vou buy and sel] 


1/7 


Mr. Marks. Yes, sir. 

Senator Moopy. Do you have a warehouse ? 

Mr. Marks. No, sir. 

Senator Moopy. What are vour principal sources of steel ? 
Mr. Marks. I buv wherever I ean, sir. 


Senator Moopy. You buy wherever you can and sell wherever you 
tis that meht? 

Mr. Marks. Yes, sir—with one exception, sir. I sell only to end 

ers whose ratings are high, with one exception. I sell to one broker. 
Senator Moopy. What broker is that ? 

Mr. Marks. Robinson Bros., in Detroit. 
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Senator Moopy. Robinson Bros. in Detroit ? 

Mr. Marks. Yes, sir. 

Senator Moony. Why do you single that broker out? 

Mr. Marks. Because, sir, I started in this business this way: M 
dad, Joseph D. Marks, of the Fischel & Marks Steel Co. and the J. 1) 
Marks Steel Co., was in business around 1900 as a steel broker w 
a triple-A rating. He died when I was 7 years old. I went to « 
lege, graduated from college, and a few of my friends, my uncle among 
them, D. Loveman, was an uncle of mine—— 

Senator Moopy. You went to Harvard, didn’t you? 

Mr. Marxs. Yes, sir; went to Harvard College. An uncle of m 
put me in asa salesman in the end of 1948 and the first month of 1949 
After working with them about a year and 9 months to 2 years, 
had a disagreement, and I went, under the suggestion of various 
people, I went into business for myself as a steel broker. 

At that time Robinson Bros., of Detroit, offered me steel on oj» 
account. I never knew the man before. I had sold him when I was 
with Loveman. He offered me steel on open account as a friend 
gesture In a small way. 

Senator Moopy. What is his name / 

Mr. Marks. Ed Robinson. 

Senator Moopy. Do you know his address in Detroit ? 

Mr. Marks. It is in the Fisher Building. 

Senator Moopy. In the Fisher Building ? 

Mr. Marks. Yes. 

Senator Moopy. He is a steel broker ? 

Mr. Marks. I think so. 

Senator Moopy. And he offered you steel on open account; and 
for that reason when you have steel and you can do him a reciprocal 
favor, you feel like doing it; is that right ? 

Mr. Marks. With this exception, sir: If I may make this point, 
with the limitation that I never sell Robinson Bros. in Detroit more 
than $3,000 on open account at one time, and never sell them very 
much, just to let him know that I do appreciate the favor. 

Senator Moopy. How much business have you done in 1951? 

Mr. Marks. I have done approximately in 1951, sir, $300,000 worth 
of business, on which, sir, 1 might add we made a gross mark-up of 15 
percent and a net mark-up of 10 percent before taxes. 

Senator Moony. That’s about $45,000 gross ? 

Mr. Marks. Gross; yes, sir. 

Senator Moopy. And your expenses are one-third of that, so vo 
have a net income of about $30,000 a year from this business; is that 
right ? 

Mr. Marks. That’s right; ves. Before Federal taxes. 

Senator Moony. Well, we all have our income before Federal taxes 
Where do you get your steel, Mr. Marks? 

Mr. Marks. From wherever I can, sir. 

Senator Moopy. Where do you get most of it? Do you get it from 
the mills? 

Mr. Marks. No, sir. 

Senator Moopy. Do you get any from the mills? 

Mr. Marks. No, sir. 

Senator Moony. You just get it from the other—— 
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Mr. Marks. When anybody has steel that I can find. You see, I 
generally call on the telephone. If you read this over, 1 spend $5,000 
| year on the telephone. At Loveman I used to be on the phone 50, 
(0 calls a day, just like a machine, long distance. 

[ take the list that somebody me sntioned, and I call every customer 
on it 1f he is good creditwise. 

Mt isn’t what you imagine. It is just that every day I sit at my 

sk, spending long hours, if I may say so. I get up at 6:40 in the 
norning and leave at 7,8 o'clock at night; and I just sit like a ma- 

ne, four telephones, and keep calling. 

Senator Moopy. You sound like a pretty energetic Harvard man 
fo me, sir. 

Mr. Marks. Sir, 1 don’t think we should stress the energetic part. 

Senator Moopy. Where is your office, Mr. Marks 4 

Mir. Marks. In the Schofield Building at Ninth and Euclid. 

Senator Moopy. You don’t have a warehouse ¢ 

Mr. Marks. No. 

Senator Moopy. Do you usually take physical possession of the 
steel ¢ 

Mr. Marks. Sir, may I explain that? I do not take physical pos- 
ession of the steel. I take physical possession of the bill of lading, 
ut Tam quite sure of what I ship by having samples submitted to 
y customer through me before I ship, or I have it bonded by the 
Puritas Casualty Co., of Keene, N. H., with the understanding that 
| do not pay my man on open account unless the steel is approved 

d paid for. 

Senator Moopy. Do you buy everything on open account 4 

Mr. Marks. Yes, sir. I never pay anything—a little bit down but 
thing else. Always an open account. 

Senator Moopy. You pay open account until the steel is accepted, 
el) you _ 

Mr. Marks. No. May I correct you? In many deals, and in this 
eal in particular, T bought the steel on open account, 10 days. That 
the usual thing, and discount. No matter if the steel is accepted or 
t, Mr. Jackson was paid in full before I received any check from 

customer on this steel. 

Phe 10-day period was up, Mr. Jackson got his money. 

Phat’s all there is to it. I had no assurance that the steel—that 
wouldn’t be stuck for all of the money; and, sir, there is a long 
ight. Many times the profit to Gadsden, Ala. 

Senator Moony. How about to Detroit, Mich. ? 

Mr. Marks. That is not such a long freight. But, sir, may I make 
ggestion there, sir? 

Senator Moopy. Yes. 

Mr, Marks. On the Detroit, Mich., deal, I would like you to strike 
it the connection between the steel coming from Sterling Steel. It 
never came from Sterling Steel, and did not come at 11 cents a pound. 
‘paid 18 cents a pound for that steel from Robinson Bros. 

Senator Moopy. You did? 

Mr. Marks. Yes, si 
Senator Moopy. You got the steel you sold—— 

Mr. Marks. For 20 cents at 18 cents. 

Senator Moopy. To the Metal Fabricating Co. of Detroit ? 


o 
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Mr. Marks. Yes. Never had nothing to do with Al Jackson. And 
if I may suggest, I have been nursing along a customer [ had since 
I have been in business. I went out and inspected his dies; the ma 
terial had to take a 414-inech draw. I took the responsibility of big 
commercial grade material, shipping it to him and letting him ss 
it in his dies, and if it didn’t take the draw, all I could do was sell t! 
material for scrap. 

And in addition to that, sir, the man did reject the material. 

Senator Moony. He did reject it ? 

Mr. Marks. Yes, sir. And TI called him on the phone and IT said, 
“Lou, think it over. Iam a little fellow, and I am not begging for 
anything, but I will get stuck on this. I have to pay for it.’ 

I admit- 

Senator Moopy. How much would your loss have been if he had 
rejected the material ? 

Mr. Marks. Sir. in round figures—could I have the tonnage on that? 
This is the Metal Fabricating fellow at 20 cents a pound. 

Senator Moopy. This is 25,000 pounds, 124% tons. 

Mr. Marks. Twenty-five thousand pounds, sir, at 20 cents a pound 
it could be sold as scrap, if Iam right, and I don’t know the ceilings, 
I am not in the ser ap business—at approximately 2 cents a pound, 
The loss is 18 cents a pound, plus freight both ways, which I guarantee 
in every offering. 

I take responsibility. I have had rejections. I pay the freight 
both ways from every broker. 

Senator Moopy. Well, what did they do? 

Mr. Marks. Well, they finally relented and they took it. The man 
took the steel, and—— 

Senator Moony. Was he able to use it? 

Mr. Marks. And T lost a customer. 

Senator Moopy. Was he able to use it ? 

Mr. Marks. Yes, sir: he could use it, but he could not use it fo 
414-inch draw. He could use it for 4-inch draw. 

Senator Moopy. Where did you get that ? 

Mr. Marks. Robinson Bros. Steel. 

Senator Moony. Oh, you got it from Robinson ? 

Mr. Marks. At 18 cents a pound. 

Mr. Noone. In Detroit ? 

Mr. Marks. Yes, sir. 

Mr. Noonr. Where was the freight involved on that transaction / 

Mr. Marks. The freight was—sir,. there is no freight on that. | 
always sell f. 0. b. shipping point. The freight is about a dollar 
ton; the man pays the freight. Talways let all the freight bills follo 
so there is no—I don’t add freight on. 

Senator Moopy. I thought you a minute ago said that you paid ¢! 
freight both wavs. 

Mr. Marxs. Only in the case of a rejection, sir. In that case, ther 
the customer presents me with this paid freight bill and I give hi 
the money. 

Senator Moony. Now, this steel you got from the Middleton Stee! 
Co.. through the Sterling Steel Co.—— 

Mr. Marks. I didn’t get it from Middleton. I do not know Mi: 
dleton, sir. 
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nd Senator Moony. You got it from Sterling Steel Co.; is that right? 
r Mr. Marks. Yes, sir. 
1 Senator Moopy. You sold that to the Allis-Chalmers Co. in Gads- 
den, Ala. ? 
vat Mr. Marks. Yes, sir. 
le Senator Moopy. At how much? 
Mr. Marks. $13.80 per hundred pounds net, f. 0. b. Youngstown 
district, pickled in oil and moved. 
Mr. Jackson told me at the time that the stuff was in the East that 
he would have to pay the freight and have the material pickled. I 
exp ‘lained that to my customer, and he agreed to wait 10 days. Nor- 
nally I ship immediately. That is one of my reasons for being in 
business. I can ship—I hope I can—I promise prompt shipment. I 
Lac try to give it. 
Senator Moony. I see. Now, who paid for the pickling of this? 
at! Mr. Marks. I paid a net price to Jackson. He told me he would 
send it in to Niles, Ohio, for pickling. I said, “Look, I don’t want 
ny extra charges; here is my check” 
nd Senator Moopy. So he paid for the pickling ? 
ers, Mr. Marks. He paid for everything. He had it all done, and I 
nd, paid all the freight, so he wouldn’t have to worry about that. 
ter Senator Moopy. And your mark-up was from $11 to $13.80; is that 
right ? 
ght Mr. Marks. Yes, sir; but with one exception, here. We have a 
very particular customer in Gadsden, Ala., a man who has never 
bought from brokers before; a man who never buys from brokers 
nan before will not be like the Metal Fabricating in Detroit. There, if 
the material doesn’t draw, well, he will try to use it. 
No, sir; this man does not understand that. He understands guar- 
teed prime steel. 
Senator Moony. Well, did you guarantee him prime steel? 
fi Mr. Marks. Yes, sir. 
Senator Moony. Was it prime steel ? 
Mr. Marks. Well, he paid for it, sir, a little late. He took his darned 
time finding out about it, and he still took his discount. 
Senator Moopy. Well, was it prime steel ? 
Mr. Marks. I bought it as prime steel, and I guaranteed it to be 
hat way. 
Senator Moopy. You have a casualty policy guaranteeing you 
t gainst loss? 
as Mr. Marks. Well, no, sir; on occasion, when the source of my 
au | sages requires 7 to insure credit, I can put up a bond up to $10,000. 





lo n the event that I do not pay for the steel in 10 days, the casualty 
pone will pay. , 

lt Senator Moopy. I see. But that merely bonds you so far as the 
people from whom you buy the steel is concerned ? 

her Mr. Marks. Yes. 


h Senator Moony. That doesn’t protect you against loss if the steel 
s rejected. 


Ste Mr. Marks. No, no; I take it. That is why I have to have a certain 
— Be xmount of capital. 
M Senator Moopy. I see. Well, you say you have to have a certain 


mount of capital. How much capital did you have when you started ? 
Mr. Marks. $10,500, approximately. 


927 85—52—-—-25 
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Senator Moopy. So that your business has boomed considerably, 
You are now doing a business of about $300,000 a year, starting wit) 
a capital of $10,000. 

Mr. Marks. Yes, sir. 

Senator Moony. How long have you been out of Harvard? 

Mr. Marks, 1945, sir. 

Senator Moopy. Thank you, Mr. Marks. 

(Witness excused. ) 

Senator Moopy. Mr. Frank Garron and Mr. Richard Salomon, 
(Witnesses sworn.) 


TESTIMONY OF FRANK GARRON AND RICHARD SALOMON, LEADER 
STEEL CO., CLEVELAND, OHIO 


Senator Moopy. Will you gentlemen take the stand and please give 
your name and business to the reporter. 
Mr. Satomon. The Leader Steel Co., Richard Salomon, 857 Leader 
suilding. 
Mr. Garron. Frank Garron, G-a-r-r-o-n. 
Senator Moopy. You gentlemen are partners or a corporation? It 
is a partnership ? 
Mr. Satomon, Yes. 
Senator Moopy. What is the nature of your business? 
Mr. Saromon. We buy and sell steel products. 
Senator Moopy. How long have you been in the business? 
Mr. SaLtomon. Seven years, approximately, since we have been out 
of the service. 
Senator Moopy. You are related to Mr. Jackson, an earlier witness, 
by marriage? 
Mr. Satomon. Yes, sir; by marriage, both of us. 
Senator Moopy. And he has assisted you in setting up your bus 
ness; is that right? 
Mr. Satomon. Yes, sir 
Senator Mooby.. You are sort of a second generation of the Ster- 
ling Steel Co., more or less, aren’t you ? 
Mr. Saromon. That is correct, sir. We operate an entirely sepa 
rate business; we are not together. 
Senator Moopy. Is there any division of profits of the business at 
all? 
Mr. Satomon. No, sir. 
Senator Moopy. You are completely separate ? 
Mr. Garron. Completely separate. 
Mr. Satomon. Completely separate. 
Senator Moopy. Now, how much gross business have you done in t! 
last year? 
Mr. Garron. Approximately $800,000. 
Senator Moopy. From where do you get your steel, chie fly ? 
Mr. Garron. Well, mainly from ‘brokers, warehouses, sur plus. 
Senator Moony. I see. Do you have any mill outlets? 
Mr. Garron. No; we vot into the business too late to get in with | 
mills. 
Senator Moopy. You did? 
Mr. Garron. That’s right. 
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Senator Moopy. So you have to serve as a middleman between mid- 
dlemen; is that right ? 

Mr. Garron. Yes. 

Senator Moopy. How many end users do you furnish ? 

Mr. Garron. We furnish—between 80 and 85 percent of all our 
steel goes to manufacturers, 

Senator Moopy. I see. In other words, you sel] only oceasionally to 
il other broker: is that right ? 

Mr. Garron. That’s right. 

Senator Moopy. And in effect, you are a steel finder for end users; 
ethat right ? 

Mr. Garron. Well, ves. 

Mr. Satomon. Well, we actually—pardon me. 

Mr. Garron. Go ahead. 

Mr. Savomon. We actually buy the steel and we pay for it. We ship 
t ourselves. Sometimes— 

Senator Moony. Do you have a warehouse ¢ 
Mr. Satomon. No. 
Mr. Garron. We didn’t. We lease space when we have need for it. 
Senator Moopy. Do you ordinarily sell your steel before you buy 

That is, do you ordinarily have a buyer when you make a purchase ? 
Mr. Satomon. Yes. 
Senator Moony. In other words, you go out first and 
Mr. Satomon. Well, no; we offer the steel out, first. And then if 
ev want to buy the steel, then we try to buy the steel. That isn’t a 
indred percent, though 


+7 


nator Moopy. Oh, you make an offer, saying you have so much 


Mr. Saromon. Yes; some steel is offered to us, for example. 
Senator Moony. I see. 
Mr. SaLtomon. And we will call up certain manufacturers—we won't 
| promiscuously, but we will call and send letters out, and if they 
rite in that they wee like to buy the steel, we will try to get it. 
ometimes we can’t get it: it is gone ; sometimes we are able to buy it. 
Senator Moony. But you don't buy the steel yourself and then hold 
on the chance you are going to be able to sell it ? 
Mr. SALOMON. Ye S. 
Mr. Garron. We have done it on occasion. 
Mr. Satomon. On occasion. 
Senator Moony. Well, do you usually do that, or do you usually have 
purchaser before you buy it ? 
Mr. Satomon. No; usually we have it sold before we buy it. 
ae Garron. That isn’t a hundred percent true. A lot of times we 
e the steel and then when we buy it, then the customer might not 
= reject it, but they might change their mind, say that they bought 
e steel from somewhere else at a cheaper price; then we are stuck 
vith that steel. 


Senator Moopy. So you have a certain amount of steel that you 


Garron. That’s right. 
Senator Moony. Have on hand. 
What do you do w aged it when you get. it? 


Mr. Garron. Well, we lay it down. Wherever it is, that is where 
ve lay it down. 
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Senator Moopy. Put it in a warehouse? 

Mr. Garron. That’s right. 

Senator Moopy. And then you try to sell that kind of steel? 

Mr. Garron. That’s right. v 

Senator Moopy. Now, what percentage of your steel comes from b 
Sterling Steel ? 0 

Mr. Garron. Approximately 8 percent. 

Senator Moopy. Eight percent ? al 

Mr. Garron. Eight percent. 

Senator Moopy. So you do not deal—while you are related to M: 
Jackson, you are not dealing primarily with him? 

Mr. Garron. No, we are not. <| 

Senator Moopy. I see. What are some of your other sources ? 

Mr. Garron. Well, there is K. & G., in Chicago; Central Nations au 
of Chicago; Bond, in Detroit—— 

Senator Moopy. What is the name of this? 

Mr. Garron. Bond. n) 

Senator Moony. The Bond Steel? . 

Mr. Garron. Bond Steel & Storage. f 

Mr. Noons. Do you have any mill sources? 

Mr. Garron, No: we do not. 

Mr. Saromon. We don’t buy from mills. te 

Mr. Noonr. Have you sold to the Woodward Steel Co.? 

Mr. Garron. We have. 

Mr. Satomon We have. 

Mr. Noone. Are they a broker? 

Mr. Garron. That 1 don’t know. 

Mr. SALOMON. Maybe a broker or warehouse: I don’t know. 

Mr. Noonr. But you say that a high percentage of your steel goes 1 
end users ¢ 

Mr. Garron. That’s correct. O 

Mr. Noone. How do you know that they are end users? 

Mr. Saromon. Well, pardon me. We know that that was a broker. ca 
We don’t sell it all to en 4 users. Sometimes, when we don’t sell to « 
users, we sell it to somebody who might have a customer. 

Senator Moopy. What is the highest price you have sold steel for to 
this year? 

Mr. Garron. This year? 

Senator Mor DY. Yes. 

Mr. Garron. I believe it was around 17 or 18 cents. 

Senator Moopy. Seventeen or eighteen cents? 

Mr. Garron. That’s right. Ww 

Senator Moopy. How much do you pay for that steel ? 

Mr. Garron. Why, that I couldn’t say, what I paid for that steel, JJ se 
but our net mark-up—our average net mark-up is 10 percent of | the 
cost. mM 

Senator Moony. Ten percent of your cost? t 

Mr. Garron. That’s right. 

Senator Moopy. Do you always do it that way? 


Mr. Garron. That has been our basis of doing business since wi be 
have been in existence. Ten percent of our cost. th 

Mr. Satomon. But pardon me, it doesn’t always work out that way. 
Sometimes it is smaller. of 
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Senator Moopy. Sometimes it is smaller? 

Mr. Garron. That’s right. 

Mr. Savomon. Yes; like if you are paying 15 cents for steel, and 
you sell it for 16, that is not 10 percent. Your $30 a ton profit wouldn’t 
be 10 percent; it doesn’t always work out that way. But it averages 
out, 1 would s Say. 

"eae Moopy. Well, sometimes it is larger, but it amounts to 
ibout 10 percent; is that right ? 

Mr. Satomon. That’s right. 

Mr. Garron. That’s right. 

Senator Moopy. What are your OPS ceilings for, say, cold-rolled 
sheet ¢ 

Mr. Garron. I believe our OPS ceiling on cold-rolled sheets is 
round 1814, 

Senator Moopy. How is that set? 

Mr. Garron. That was set by the OPS themselves. The highest 

e that we sold that type of steel during the base pe . iod. 
Senator Moopy. So you sold some steel during this base period 
1814 cents? 

Mr. Garron. That is correct. 

senator Moopy. I see. And that enabled you to sell anything up 
to that? 

Mr. Garron. That particular type of steel. 

Senator Moopy. Now, what is the ceiling for the same type of steel 
nthe Sterling Steel Co.?- Do you know ? 

Mr. Garron. I don’t know anything about that. 

Senator Moopy. In general, are Mr. Jackson’s ceilings lower or 

cher than yours? 

Mr. Garron. That I couldn’t say. 

Senator Moony. Ordinarily, have you found in the past that the 
OPS ceiling has been a restraint on the price? 

Mr. Garron. No: it definitely has not. until this new regulation 
ame out, 

Senator Moopy. Well, what will the effect of the new regulation be ? 

Mr. Garron. The new regulation will put the price of steel back 

normal, where we will be able to compete with the warehouses, and 

most cases undersell the warehouses. 

Senator Moopy. Well, will you tell me how that is? 

Mr. Saromon. Well, in 1946, when we were starting in business, we 

| started in business during the OPA days, and our ceilings were 

Il price, and we managed to stay in business and do business because 

were able to buy under mill price. 

There was a lot of steel on the market, and people were anxious to 
ell. I believe the same thing will happen. Either if we buy from a 
warehouse, they will sell it to us under warehouse price and let us 
make a margin of profit, which will be, of course, much smaller than 
t has been. 

Senator Moopy. I see. 

Mr. Saromon. Pardon me. That will be on steel that they will not 
be able to move themselves, because there are always types of steel 
that are hard to sell, that one person can’t sell but another person can. 

Senator Moopy. Yes. Well, would you say that the entire nature 

of the steel. brokerage business is going to be changed by this new 
OPS order? 
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Mr. Satomon. Oh, definitely; yes, sir. 

Senator Moony. The type of daisy-chain operation that has been 
going on 

Mr. Satomon. Will be no more. 

Senator Moopy. Will be no more. 

Mr. Satomon. Unless if there is a ceiling price of, say, 5 cents a 
pound and the warehouse charges you $4.75. That leaves $5 a ton 
profit; if you want to sell it to another broker for $2 a ton and let 
him make $2 a ton, that is the way it would have to be worked. 

Senator Moony. But certainly there will not be enough of a spread 
in profit to be able to pass this steel along—— 

Mr. Satomon. Definitely not. 

Senator Moopy. From two to seven dealers. 

Mr. Satomon. No, sir. 

Senator Moopy. Well, that is what this committee thinks. That is 
the reason the committee has been urging this sort of thing for some 
months and were very gratified that this has now been put into effect 
by the OPS. 

Mr. Noonr. What is your annual volume of business now, dollar 
wise ¢ 

Mr. Saromon. Approximately $800,000. 

Senator Moopy. And you started in business in 1946? 

Mr. Saromon. The end of 1945. 

Mr. Noone. What was your initial investment in the company‘ 

Mr. Satomon, $5.000. 

Mr. Noonr. You have oflice space now ¢ 

Mr. Satomon. Yes, sir 

Mr. Noone. Do you have any other assets in addition to vour 
lease ? . 

Mr. SALOMON, We have son 1e inve} itories. 

Mr. Noonr. How much inventory do you have ‘ 

Mr. Garron, About 100,000 pounds right now. 

Mr. Noone. How does that compare with your average inventory! 
Is it high or low ? 

Mr. Garron. That is about average. 

Senator Moopy. One hundred thousand pounds? 

Mr. Garron. That’s right. 

Senator Moopy. Well, are you going to be able to sell that at a 
profitable price in view of the 

Mr. Garron. No: we will definitely take losses on it. 

Mr. Satomon. We will take a loss on it. 

Senator Moopy. You are going to t: ake ; a loss on it ? 

Mr. Saromon. Yes. 

Senator Moopy. How much did you pay for this? 

Mr. Satomon. Well, I know one lot we paid 814 cents a pound for it, 
cold-rolled steel. We haven't been able to—— 

Mr. Garron. We paid 81% and I think 814 

Senator Moony. W" here did you get it ¢ 

Mr. Garron. Well, let’s see; they all came from the warehouses. 

Senator Moopy. I see. That steel is mill price about 5 cents? 

Mr. Satomon. Around 514. It is coid-rolled steel. I would 
around o1f, 7 

Senator Moopy. Well, what will vou be permitted to sell steel 
under the new regulation ? 
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Mr. Satomon. I believe under the new regulation the warehouse 
price will be the maximum. 

Senator Moopy. How much is the warehouse price 4 

Mr. Satomon. Around 7.5. 

Mr. Garron. Between 7 and 7.5 

Senator Moopy. You will be able to sell that steel for 7 or 71444 

Mr. Garron. If we can find a customer for it. 

Senator Moopy. But you can’t find a customer for that type of steel 
at that price ¢ 

Mr. Garron. Well, it isn’t just that type; we just can’t find the 
customers right now. You can’t even move steel at warehouse prices. 

Senator Moopy. You can’t? 

Mr. Garron. No; you cannot. 

Mr. Satomon. We have a lot of lists in the office right now, offering 
hundreds and hundreds of tons of sheet. It is mostly sheet and 
strip. 

Senator Moopy. To what do you attribute that ¢ 

Mr. Satomon. I'd say cut- backs in production, mainly because they 
couldn’t get other parts to go along, like copper and other metals; 
also, the public has stop ped buying. The manufacturers overmanu- 
factured during a certain period and put into inventory, i would 
say—warehouses are bulging with finished products, appliances, radios, 
television sets, things like that. 

Senator Moopy. Of course, when the impact of this military pro- 
duction hits, so that a good deal of the civilian hardware is going 
to have to be cut out, in order to make military hardware, then you 
are going to find a different situation with reg: ard to the inventories 
of some of the produc ts that now seem to be on hand. 

Mr. Satomon. That is true. 

Mr. Garron. That’s right. 

Senator Moopy. That is all, gentlemen. 

(Witnesses excused. ) 

Senator Moopy. Mr. J. 8. MeKenney and George Stuart.  (Wit- 
nesses SWOrn?. ) 


TESTIMONY OF J. S. MCKENNEY, AND GEORGE STUART, APEX 
ELECTRICAL MANUFACTURING CO., CLEVELAND, OHIO 


Senator Moopy. Will you give your name, please, to the committee ? 

Will you state your name and business address ? 

Mr. McKenney. J. S. McKenne ‘vy, Apex Electrical Manufacturing 
Co., 1070 East One Hundred and F ifty-second Street, Cleveland, Ohio. 

Mr. Stuart. George T. Stuart, same address. 

Senator Moopy. Will you state the nature of your business, Mr. 

McKenney? You are the spokesman, I take it ? 

Mr. McKenney. Yes, sir. 

Our business consists of the manufacture of wringer washing ma- 
chines, automatic washing machines, ironing machines, dishwashers, 
driers, and vacuum cleaners. 

Senator Moopy. I see. You have a rather extensive business in 
the household appliance field; is that right ? 

Mr. McKenney. Household appliances; yes. 

We have two plants in Cleveland and one in Sandusky. Each one 

f the p vlantse mp loys: about 900 people. 
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Senator Moony. I see. So you have 1,800 people and you manufa 
ture those household appliances? 

Mr. McKenney. That’s right. 

Senator Moopy. Now, do you also deal in metals? 

Mr. McKenney. No, sir. 

Senator Moopy. You don’t? 

Mr. McKenney. We buy steel. 

Senator Moony. You buy steel? 

Mr. McKenney. Yes, sir. We don’t deal in steel. What I mea 

. we don’t sell any steel. 

Senator Moovy. You don’t sell any steel ? 

Mr. McKenney. Only our scrap, cut-offs, throw-outs from our 
shearings. 

Senator Moony. How much steel do you buy, Mr. McKenney ? 

Mr. McKenney. Our average purchase of steel would run around 
400 tons a month. 

Senator Moopy. Do you use it all? 

Mr. McKenney. I am speaking of this now in sheets, cold-rolled 


sheets. hot-rolled sheets, and parts used in the manufacture of these 


different products. 

Senator Moapy. I see. 

Mr. McKenney. We also buy a great number of other items of ba 
steel and silicon sheets, which is not — in that. That is nor 
mal, Senator, and right — we are only buying about 200 tons a 
month, because of our cut-back, due to our allocations. 

Senator Moopy. Now, what was your allocation ¢ 

Mr. McKenney. We are running about 50 percent. 

Senator Moony. About 50 percent ¢ 

Mr. McKenney. That’s right, steel. So we are not—— 


Senator Moopy. You are not buying as much steel as you used to/ 


Mr. McKenney. About 50 percent. 
Senator Moopy. Where do you get your steel ¢ 
Mr. McKenney. We get it from the mills, and we get it from tli 


regular warehouses, and from the brokers when we can't buy from the 


other sources. First, we get it at the mill; then we get the regula: 
warehouse steel; and, if we can’t get enough and we need steel, \ 
buy from the brokers. 

Senator Moony. I see. What is the highest price you have bee: 
forced to pay this year? 

Mr. McKenney. Well, you have asked me something I am not 
pre ee to answer, because our subpena called for July “L on—fron 
July 1, 1951, we hs aven’t bought very much steel in the sense that wi 
had ms buying in the first part of the year, because our productic 
has been down, and for that reason I think our maximum up to dat: 
is $12.75. 

Mr. Sruartr. $13.75 for one lot, $12.75—— 

Senator Moopy. $13.75 in the second half of the year ? 

Mr. McKenney. That is the highest for a small lot. 

Senator Moopy. How about the first half? 

Mr. McKenney. We paid up as high as 18, 19 cents; 19 cents was 
the maximum. 

Mr. Strvuarr. A couple of times 19, mostly 18. . 

Senator Moony. Mostly all 18. Did you have to buy a substantia! 


amount for 18 cents a pound ¢ 
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Mr. McKenney. Yes; we did. More than we would like to. 

Senator Moopy. Why did you have to go into the gray market to 
get steel ? 

Mr. McKenney. To keep the plant running. 

Senator Moopy. How many men do you employ ¢ 

Mr. McKenney. About 800 in Cleveland and about 900 in San- 
dusky. 

Senator Moopy. So that, if you had not gone into the gray market, 
your testimony is that you would have to 

Mr. McKenney. Those people would have been put out of work. 

Senator Moopy. They would have been put out of work. 

Mr. McKenney. I think there is one day where we were not able to 
get steel into the plant in time, and we had to send the people home 
or else give them some other job to do. Nowadays you don’t send 
people home. 

Senator Moopy. What do you think of the idea of a system where 
you have to pay 18 cents a pound? I presume you were buying 5- 
or 6-cent steel; is that right ? 

Mr. McKenney. That’s right; mill steel, which is around 5 or 6 
cents. 

Senator Moopy. Mill steel, which is at least three times the ordinary 
price you would pay; is that right 

Mr. McKenney. Yes. So, we pay that—well, why do we pay it? 
Because we had to have it. 

These brokers, if it hadn't been for those brokers that we did econ 
tact and get the steel from, what would we have done? We would 
have to close up. 

Senator Moopy. So, vou feel that the brokers who sold you steel 
at triple the mill price really were doing you a favor, because they 
kept your plant running; is that right ? 

Mr. McKenney. That’s right, absolutely. 

Senator Moony. Now. how about the mills that refused to supply 
you steel at 6 cents a pound 4 

Mr. McKenney. They didn’t refuse; they refused us because they 
didn’t have it. 

Senator Moopy. Where Was it ? 

Mr. McKenney. It was being sold to the automotive people and 
everybody else. 

Senator Moopy. Well, where did the brokers get it? From the auto- 
motive people ¢ 

Mr. McKenney. I don’t know. We couldn’t find out. 

Senater Moony. The testimony isn’t to that effect. 

Mr. McKenney. We couldn’t find out. 

Senator Mo DY. Where do you think that steel comes from that 
he brokers sell you? 

Mr. McKenney. Well, it comes out of the mill, naturally. 

Senator Moony. It comes out of the mill. And the purpose of this 
ommittee is to show that. You see, a broker creates no steel. There 
sno more material in the end, and if the distribution system were 
proper, and if the mills were able to keep the steel from moving into 
this broker’s chain. why, businesses like vours would not have: to pay 
three time the price. 

Mr. McKenney. That’s right. 


92780 y 26 





390 STEEL GRAY MARKET 


Senator Moopy. Now, where do you get your steel? From wha 
mills? 

Mr. McKenney. Jones & Laughlin, Republic, and Youngstow 
Sheet & Tube. They are our primary sources. Then we have Doug 
steel from Armco, and from Empire Rolling Mill we buy our sili 
sheets, and we buy some steel from one of ‘the other mills, too: 
the three principal sources are the Jones & Laughlin, and they allo 

cate us steel to the best that they can, looking at our past record 0 
our mill purchases. 

Senator Moopy. Well now, are they giving you all the steel 
need for 50-percent production ? 

Mr. McKenney. Pretty close to it. 

Senator Moopy. They are. So, this cut-back will mean that \. 
will not have to go into the gray market; is that right? 

Mr. McKenney. That’s right, we hope. 

Mr. Sruarr. We may have to on some lines. 

Mr. McKenney. We may have to on some special sizes or smal! 
quantities. 

Mr. Srvuarr. On hot-rolled and heavier gage, we will probably have 
to go, because 18-, 19-, and 20-gage, the mills won't give us. So, we 
will still have to go to w arehouses and, if we can’t get it there, out of 
the gray market. 

Senator Moopy. What you are saying, Mr. Stuart, is that there are 
certain types of steel that are in ample supply, but other types are 
still short 

Mr. Sruarr. Well, that’s right. The mills have allocated us a cer- 
tain tonnage. We have chosen to take that in the gages which we 
roll, and put loafers in, and what not, because it becomes a com- 
merical quality adapted to this production process of forming into 
cabinets. 

Now, if we take our hot-rolled sheets in that, we wouldn’t have 
enough of the cold-rolled sheets to take care of our job. 

Mr. McKenney. And the hot-rolled sheets are more plentiful at 
the warehouse, also. 

Senator Moopy. From what gray-market sources have you gotte: 
your steel ? 

Mr. McKenney. You mean warehouses? You mean the different 
types? 

Senator Moopy. Yes. 

Mr. McKenney. Mr. Stuart, I think, can name about a dozen or so 

Senator Moopy. Can you do that, Mr. Stuart ? 

Mr. Srvarr. Well, there is Great Northern—— 

Senator Moony. Great Northern what? 

Mr. Stuart. Steel. 

Senator Moopy. Great Northern Steel Co., of Cleveland? What 
kind of company is that? 

Mr. Sruarr. Great Northern? They have a warehouse. 

Senator Moopy. They have a warehouse? 

Mr. Sruarr. Yes. 

Senator Moony. That is a warehouse. 

Mr. Srvuarr. They have a warehouse. 

Senator Moony. I see; and how much did you pay them for steel! § 

Mr. Srvarr. Well, 13 to 16, 18 cents. Now, you are talking about 
the full year thoodah or about the last 6 months? 
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Senator Moopy. We are talking about the full year, 1951. 

Mr. Sruarr. The full year—r ight now it is down to 101% cents. The 
top in January was about 18 cents, 17 and 18. We bought a lot from 
them in January at $13.50. 

‘Fhat was foreign steel that they were able to throw us a saving on— 
French steel. 

Mr. Noonr. What other sources do you have? 

Mr. Sruarr. Well, there is Reliance Steel, Chesterfield Steel, Hamil- 
ton Steel, Ryerson—— 

Senator Moopy. Well, will you identify the communities? Are 
those all Cleveland comp anies? 

Mr. Sruarr. They are all locals; yes. 

Mr. McKenney. They are not the brokers. 

Senator Moopy. Who are they? 

Mr. Sruarr. They are warehouses and brokers. 

Senator Moopy. Will you identify each company as a warehouse? 

Mr. Srvuarr. All right. There is Universal Steel; that is a ware- 
house. Fairmont Steel is a warehouse. Hamilton Steel is a ware- 
house. Reliance Steel is a warehouse. Metal Associates, strictly 
brokers. 

Great Northern—— 

Senator Moony. How much did you pay Metal Associates ? 

Mr. Srvuarr. The going price, top about 18 cents. Right now we 
are paying them $10.50. 

Senator Moopy. So you are having to go into the gray market right 
now to get steel ? 

Mr. Sruarr. Absolutely. 

Senator Moony. Now, what is the mill price of that steel ? 

Mr. Sruarr. Pardon ¢ 

Senator Moopy. What is the mill price of the steel you are paying 
$10.50 for? 

Mr. Sruarr. $5.50 to $6.50, according to the gage. 

Senator Moony. When is the last time you paid Metal Associates 
Co. $10.50 for steel ‘ 

Mr. Sruarr. In November. We haven't purchased any steel this 
month. 

Senator Moopy. You have purchased no steel this month at all? 

Mr. Sruarr. The cut-backs. again. The last I bought, 22,000 
pounds of 20-gage, $10.50, from Metal Associates. 

Senator Moopy. Now, from whom else have you gotten steel ? 

Mr. Sruarr. Bay Steel. IT had a little bit from Bay Steel, a little 
bit from Reserve Steel, a little bit from Singer Steel—— 

Mr. McKenney. Your regular warehouse ¢ 

Mr. Sruart. Well, I have named all the warehouses, I think, now. 

Senator Moopy. In other words, vou have gone all around the 
market buying steel. Now, how much steel have you sold ? 

Mr. Sruarr. We have only sold our shearings. 

Mr. McKenney. That figures out here at 100,000 pounds. 

Senator Moopy. In other words, you don't sell any prime steel at all. 
Mr. Sruarr.. Well, it is prime steel shearings. Let's put it that way. 
In ofher words, when we can’t get steel on the mill, we have to take 

sizes that vary, both in width and length. 

When we get it on the mill, we have an absolute shear, right down 
the middle, or three ways, and we have got it. But when we buy on 
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the open market, not being able to get that, we have an end cut, and 
then we havea side shear. It may be 3 inches, it may be 15 inches. 

We vet a 36-inch sheet: we lose 17 inches on the sheet ; so, we hav: 
got a side shear of 17 inches by 75 inches. Then there is ends. 

Senator Moopy. How was that steel used ¢ 

Mr. Stuart. How was it used? What do you mean? 

Senator Moopy. How was that steel ultimately used? What hap 
pens to that steel 

Mr. Srvuarr. In making our washer skirts, making cabinets. 

Senator Moopy. Now, 4 mean the steel that you shear off. 

Mr. McKenney. That is what we sold. 

Mr. Sruarr. That is what we sold. 

Senator Moopy. Yes. Well now, to whom do you sell that steel / 

Mr. McKenney. We have sold some steel to the Great Northern 
Steel Co., 100,000 pounds in four different lots. The average price we 
sold that at was 414 cents a pound. 

Senator Moopy. Now, what you do is to buy steel, wherever you 
can get it, sometimes as high as 18 cents a pound, and then you process 
it yourself and sell the waste; is that right ¢ 

Mr. McKenney. Sell the drop-offs, we call them. 

Senator Moopy. Thank you very much. 

( Witnesses excused. ) 

Senator Moopy. Mr. Sam Segel, Mr. Louis G, Cole. 

Mr. Srcev. I am here alone. 

Senator Moopy. You are Mr. Cole or Mr. Segel ? 

Mr. Srecet. Mr. Segel. 

Senator Moopy. All right. 

( Witness sworn. ) 


TESTIMONY OF SAM SEGEL, GREAT NORTHERN STEEL CO., 
CLEVELAND, OHIO 


Senator Moopy. Now, will you state your name and business, please, 
Mr. Seve] ¢ 

Mr. Srcet. My name is Sam Segel, from Great Northern Steel Co., 
partner. 

Senator Moopy. This is a partnership; is it? 

Mr. Secret. That’s right. 

Senator Moopy. How much business did you do in 1950, Mr. Segel? 

Mr. Sece.. Approximately a million dollars gross, 

Senator Moopy. A million dollars gross? 

Mr. Srece.. Yes. 

Senator Moopy. How about 1951? 

Mr. Srecev. It is not audited yet, but maybe 10 percent more. 

Senator Moopy. About $1,100,000? 

Mr. Srcet. Yes. 

Senator Moopy. What was your rough gross profit on that ? 

Mr. Srcer. About $180,000 in 1950. 

Senator Moopy. In 1950? 

Mr. Sxcex. I don’t have the exact 

Senator Moopy. How much of that was net profit before taxes? 

Mr. Sreet. About $160,000, I am just guessing, now. 

Senator Moopy. About $160,000 ? : 

Mr. Srcet. Somewhere around there. 
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Senator Moopy. I see. And that $160,000 was divided between you 
and Mr. Cole as partners; is that right ¢ 

Mr. Secev. That’s right. 

Senator Moopy. So the steel market has afforded you a fairly profit- 
able business; is that right ? 

Mr. SecGen. Satisfactory. 

Senator Moopy. Where do you get your steel, Mr. Segel ? 

Mr. Secev. At the present time, from warehouses and dealers. 

Senator Moopy. Warehouses and dealers? 

Mr. Secret. Yes. One time we bought from Apollo. Apollo reor- 
ganized, and we don't buy from them any more. 

Senator Moopy. From what warehouses and dealers do you get 
your steel ¢ 
' Mr. Secen. Well, we get some from National Iron & Steel in 
Canton. 

Senator Moopy. Will you speak up, please ? 

Mr. Secen. National Iron & Steel, in Canton, Ohio. 

Senator Moopy. What kind of steel do you get’ All kinds? 

Mr. Secev. All kinds. Mostly in sheets and plates we deal. 

Senator Moopy. Mostly in sheets and plates 4 

Mr. Seceu. Yes. 

Senator Moopy. How much do vou pay for sheets? What is the 
highest you have paid for sheets this year? 

Mr. Srcen. Why, I would say about 1314 cents to 1414, for French 
steel. 

Senator Moony. Thirteen and one-half cents on domestic steel ? 

Mr. Secet. French. 

Senator Moony. Thirteen and one-half for domestic steel? 

Mr. Secer. French steel. 

Senator Moopy. What is the highest for domestic steel that you 
have had to pay? 

Mr. Sreev. Oh, about 11 cents. Tam not a hundred percent sure, 
but about 11 cents. 

Senator Moopy. What is the highest you have sold steel for of that 
type! 

Mr. Secev. From the beginning of the year? 

Senator Moony. Yes. 

Mr. Secev. The French steel, about 18 cents: 1414 to 18. 

Senator Moopy. Eighteen. I see. What is the highest you have 
sold this maximum of 11l-cent steel? What is your highest price on 
domestic steel for the year? 

Mr. Secen. Id say about 14 cents. 

Senator Moopy. You haven’t sold higher than 14 cents? 

Mr. Secen. Not that I can recall. 

Senator Moony. Now, to whom do you sell? 

Mr. Secen. End users, some brokers. 

Senator Moony. I see. In what proportion? 

Mr. Sece.. I never proportioned it, but I would say mostly end 
users, 

Senator Moopy. Mostly end users? 

Mr. Srecer. Yes. 

Senator Moopy. How do you contact them? Do you call them or 
do they call you? 
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Mr. Srcev. Well, the ones that we sell most of our steel close 1 
regular warehouse prices, those customers we contact. Now, occasio1 
ally someone will contact us and want some steel, and we have to go 
out in the open market and buy it, and we have to go out and find it 
and try to get them the steel. 

Senator Moopy. Well, don’t you have to get all your steel on the ope: 
market ? 

Mr. Srcet. No. It is on the open market: you could call it that 
but we pay under warehouse prices and selji at warehouse prices. 

We buy a lot of shearings at cheap price; we shear the material, 
process it. All our steel is laid down in the warehouse. None 
shipped direct. 

Senator Moopy. You have a warehouse, do you? 

Mr. Srcet. We have warehouse facilities where we pay rent, and 
we pay so much per month, from $1,500 to $2,000 a month, for servic 
work, 

Senator Moopy. So you rent warehouse space, and you hire servicing 
for your product; is that right ? 

Mr. Secen. We pay for the servicing. 

Senator Moopy. You pay for the servicing. Did you have to service 
all your products? 

Mr. Secet. We do warehouse some without being serviced, and muc! 
of it we shear, gage and trim, whatever is necessary for the sale of the 
steel. 

Senator Moopy. And you don’t ship any steel directly from- 

Mr. Srce.. No, not from source. 

Senator Moopy. For instance, from persons from whom you have 
bought it ? 

Mr. Srcev. No, we lay it down first. 

Senator Moopy. Do yeu have any primary supplier of steel ? 

Mr. Secen. Now, I will take that back on the question. There may 
be one or two, you know, in between. We have a lot of deals. There 
may be one that would go direct. I mean, that is something—but it is 
very insignificant. 

Senator Moopy. Do you have any prime supplier of steel? 

Mr. Sece.. Not necessarily, no. 

Senator Moopy. Well, not necessarily? Do you have one or don't 
you? 

Mr. Secev. Our biggest supplier would be our foreign steel. That 
was our biggest tonnage. 

Senator Moopy. I see. How much steel have you brought in from 
Europe this year? 

Mr. Secret. I’d say close to about 800 tons. 

Senator Moopy. Now, how much steel have you dealt in altogether 
this year? 

Mr. Srecev. I don’t know. 

Senator Moopy. Can you give us an estimate? A thousand tons, 2 
thousand tons, 5 thousand tons? 

Mr. Secer. You see, we never did a recap on our tonnage. I mean, 
that is a question that is hard for me to answer. 

Senator Moopy. I see. You take your recap on the dollars; is that 
right ? 

Mr. Sreet. That’s right, not on the tonnage. The tonnage is pretty 
hard—it is not necessary in your business, but you do have to keep—— 
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Senator Moopy. But you do know how many tons of steel you have 
vot from Europe, from overseas. 

Mr. Srcen, Well, that we had to put up a letter of credit; we had to 
put the money up, so that is a lot easier to remember. 

Senator Moopy. What I am trying to determine here is what per- 
centage of your business is foreign steel. 

Mr. Srcen. It would be a wild guess. 

Senator Moopy. Well, is it half? 

Mr. Seger. Oh, the foreign steel would be maybe a third to a fourth, 
vou know, somewhere around there. 

' Senator Moony. In other words, most of your business—the point 
[ am trying to bring out—most of your business is in domestic steel ? 

Mr. Secen. That’s right, in shearings and : lanks. We buy a lot of 
hearings from National Iron & Metal; we buy a lot of blanks from 
manufac turers and we process them. 

Senator Moopy. You have purchased steel from the Apex Electrical 
Co. 

Mr. Srcer. Yes, sir. 

Senator Moony. And Perkins Steel Co. of Cleveland ? 

Mr. Secev. That’s right. 

Senator Moopy. Chesterfield Steel Service Co. of Cleveland ? 

Mr. Sece.. Right. 

Senator Moopy. Steel Stamping Co. of Lorain ? 

Mr. Srecen. Right. 

Senator Moopy. Now, what kind of companies are they ? 

Mr. Sree... One is a warehouse, two are manufacturing—— 

Senator Moopy. Which is a warehouse ? 

Mr. Srce.. Chesterfield is a warehouse, Perkins is a warehouse, Steel 
Stampings is a manufacturer—what was the other one ¢ 

Senator Moopy. Apex Electrical. 

Mr. Secen. That is a manufacturer. 

Senator Moopy. Now, what kind of steel do you get from Chester- 

Mr. Secen. Those are hot-rolled wasters. They were to width, but 
not to length, if I recall correctly. That is about what it was. 

Senator Moopy. What are your purchases? What is the range of 
your buying price ? 

Mr. Srcen. Say from about 4 cents a pound to about $6.75, $7.10, 
up around there. 

Senator Moony. And what is your range in sale price? 

Mr. Sraet. On all these Tec ords I brought here, about 95 percent ; 
they sell from $3.75 to $8.75 for high tensiles, with the exception of 
some cold-rolled sheet steels that were higher. 

Senator Moony. Well, you said from 4 cents to nearly 7 cents was 
your purchase price. Do you sell 4-cent steel for $3.75 ? 

Mr. Srcen. Some of the blanks we bought from Apex, when you 
cet through with them are a little bit useless. They can’t get much 

‘it, so we sell it much cheaper than what we paid ‘for it. 

henna Moopy. Ordinarily your markup on steel is what? 

Mr. Srcei. There is no special markup. Now, you take for in- 
stance, you buy out a large lot of wasters and rejects. I lay them 
down and sort. them out. You don’t know what your markup is 
going to be. You sell the best part for what you can get and you 
cell what is left for whatever you can get for that. 
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Senator Moopy. So you sell what you can get? 

Mr. Srce.. More or less, when you come to these blanks and wasters, 
because a lot of manufacturers can’t use that. 

Senator Moopy. Well, in general, is it true that you roughly pay 
ordinarily from 4 to 7 cents a pound, and sell from 7 to 10 cents 4 
pound ? 

Mr. Secer. There isn’t much 10 cents. 

Senator Moony. There isn’t much 10-cent steel ? 

Mr. Srcer. No. 

Senator Moony. Has there been during 1951? 

Mr. Sraru. Yes, sir. 

Senator Moopy. There has been, but not any more; is that right 

Mr. Srcev. At the present time, you have price ceilings. There 
wouldn't be any more. 

Senator Moony. At the present time what ? 

Mr. Sree. Price ceilings. 

Senator Moony. You mean they put new price ceilings on. Is that 
going to handicap the pricing of steel? 

Mr. Secen. Well, you can’t go over a certain warehouse price. 

Senator Moopy. I see. What would the warehouse price be on this 
steel that you have been selling for 10 cents? 

Mr. Secer. Anywhere from—it is not computed yet, but it will 
be anywhere from between $6.71 and $11.35 

Senator Moopy. ‘That is a pretty big gap. Can’t you compute any 
closer than that? 

Mr. Secen. Well, we buy quite a bit of steel that comes out of a 
hand mill, and the warehouse price on that is $11.52, roughly. That 
is the exact price on it. And it costs us from $8 to $8.10. 

Senator Moopy. Costs you what ? 

Mr. Srecen. From $8, to $8.10, from the hand mill. 

Senator Moopy. Well, in general your mark-up is about three cents 
a pound; is that right? 

Mr. Seager. Three cents? No. 

Senator Moopy. It isnot? How much is it? 

Mr. Seger. I wouldn't know. It is not 3 cents 

Senator Moony. It is not 3 cents? 

Mr. Srcev. I never figured it out. 

Senator Moopy. Would you say it was not 3 cents? 

Mr. Secen. Far from it. 

Senator Moopy. Now, you sell to Metal Associates Co. of Cleveland? 

Mr. Secret. We sell them occasionally, yes. 

Senator Moopy. Do you sell D. Loveman & Son? 

Mr. Srcer. Yes, sir. 

Senator Moony. More frequently ! 

Mr. Secen. They are just in line with the other customers. 

Senator Moopy. They are a broker in Cleveland, are they ? 

Mr. Secret. They are a broker. 

Senator Moopy. You sell RSB steel? 

Mr. Srcev. Yes, sir. 

Senator Moopy. Fairmont Steel Corp. ? 

Mr. Secer. Right. 

Senator Moopy. American Industrial Steel? 


Mr. Seceu. Yes. 
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Dempsey & Associates? 
The Titan Steel Co. ? 
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(Witness excused.) 
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.LAROLD GLICKMAN, ATTORNEY FOR D. LOVEMAN 


& SON, CLEVELAND, OHIO 


Will you take a seat, please, and give us your name ? 
My name is Harold Glickman, and I am a lawyer. 
You are a lawyer for the D. Loveman & Son, Ine.? 
Yes. 

What does that company do? 

Well, I know that they sell iron and steel products. 
They do? 

Yes, sir. 

What is the nature of their business? 

Well, I wish you would be a little more specific. 
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Senator Moopy. Now, do they rent a warehouse or warehouse space ’ 
Mr. Guickman. No; a warehouse. They have their own. Th 
are exclusively in control. That has about—this is a guess—abouit 

4(),000 square feet of space. 

Mr. Noone. To refer to the service, again, for a moment, was on 
of these men served ¢ 

Mr. Guickman. Yes; David Loveman. He is the 76-year-old ma 
He is the man with the chronic heart disease, and his doctor w 
tell you that any excitement like this will likely produce—— 

Mr. Noone. Did you say you have a statement / 

Mr. Guickman. Yes; I have an affidavit for you, if you like. 

Senator Moopy. May I see the affidavit, please ¢ 

Mr. Guickman. Yes. 

Senator Moopy. Can you tell us the extent of this company’s busi 
ness, what their gross business was 

Mr. Grickman. Oh, no; I haven’t that information, Senator. 

Senator Moopy. What is the highest price they have sold steel] for 
in this year ¢ 

Mr. GuickMan. I haven’t the least idea. 

Senator Moopy. You don’t know ? 

Mr. GuickMan. No. 

Senator Moopy. Do you know with whom they deal ¢ 

Mr. Grickman. No. 

Senator Moopy. Do you have the records here? 

Mr. GuickmMan. I have no records, 

Mr. Noonn. The subpena calls for the records of the company. 

Senator Moopy. Now, Mr. Loveman, this affidavit indicates, is a 
very excitable man. 

Mr. GuickMAN. Well, it is because he is 76 years old and has had 
very severe heart trouble and suffered a stroke, as the affidavit tells 
vou, from which he has recovered. 

Senator Moopy. Well, would that prevent him from providing 
the records to this committee ? 

Mr. Guickman. Oh no; I don’t think so. But I don’t think that 
he has the records. I think the secretary of the committee has the 
records. I think he could get them. In fact, I could get them, | 
suppose. 

Mr. Noone. Why didn’t you bring them in today? You came to 
answer for Mr. Loveman, and the subpena called for Mr. Loveman 
and the records. 

Mr. GuickMan. Because I felt that the affidavit would suffice. Now, 
I am prepared to do all on my own, now, if you will tell me what in 
formation you want. I will gather that information and agree to 
stipulate it for the purposes of the record. 

Senator Moopy. Well, you know, as an attorney, Mr. Glickman, 
sometimes you develop things under cross-examination, and it is 

-ather difficult to cross-examine a stipulation. 

Mr. Guickman. Yes, I appreciate that. 

Senator Moopy. Now, do you know whether the Loveman Co. ha 
operated as a buyer and seller of steel ? 

Mr. GuickmMan. Oh, I am pretty sure they do that. 

Senator Moony. They have? 

Mr. GuickMaNn. Yes. 

Senator Moopy. Is that their main business ¢ 
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Mr. GuickmM An. Yes, and I rather think that they buy most of their 
seel—maybe I should say much of their steel—from steel mills. 

Senator Moopy. From steel mills? 

Mr. GuickmMan. Yes, sir. 

Senator Moopy. From what mills? 

Mr. GuickMAN. Iam guessing. I know some for sure. 1 think they 
lo some business with Jones & Laughlin. TI must qualify that, though, 
nd say it isa guess. Bethlehem, Central—do you know the name of 
the steel mill on the west coast ¢ 

Senator Moopy. Well, Kaiser Steel Co. has one. 

Mr. GuickMan. It isn’t Kaiser. 

Senator Moopy. You say that Loveman has bought some steel from 
the Central Iron & Steel Co. of Harrisburg, Pa. ? 

Mr. GuickMaN. Yes, sir: Tam pretty sure of that. 

Senator Moopy. Were you aware of the fact, Mr. Glickman, that 

e Central Tron & Steel Co. recently was involved in a matter with 

e REC? 

Mr. GuickMaANn. Golly, I think T read about it in the newspaper. 

Senator Moopy. Is that all you know about it? 

Mr. GuickMaNn. Yes, that is the extent of my knowledge. 

Senator Moopy. Well, as attorney for the company, is that all you 
now about it? 

Mr. GuickMAN. As attorney for the company and as an individual, 
Il | know about it is what I read in the newspapers. 

Senator Moopy. Is that a fact? 

Mr. Guickman. Yes. I don’t think our company has had any in- 
volvement with that particular thing. 

Senator Moopy. Well, did you know that there were 25,000 tons 
f steel that were understood to be traded as part of the compensation 
for securing this loan from the RFC? 

Mr. GuickMan. No. I wouldn't know anything about Central Tron 
{ Steel, Senator. 

Senator Moony. Except that that is one of the suppliers of this 
ompany. 

Mr. Guickman. Yes, Loveman is probably one of perhaps a thou 
ind or 10,000 customers on Central Steel’s list, if it is that big. 
Senator Moony. Yes, that is true, but your company had nothing 
odo with this RFC thing, so far as you know ? 

Mr. GuickMAN. No; nothing. 

Senator Moony. Now, who actively conducts this business? Mr. 
David or Mr. Darwin Loveman ? 

Mr. Guickman. Well, I would say both of them. David Loveman 
is been in the business, I think, some 40 or 50 years. Darwin is 
s son, 

Senator Moopy. When Darwin Loveman was asked for records of 
‘he company, our investigator was referred to you, which would indi- 
ite that you ought to know something about the records, and you 
aven’t indicated very much of a knowledge. The Lovemans were 
lot very cooperative. 

Mr. Guicxman. I don’t think that is a true statement, Senator. 
Darwin Loveman—— 

Senator Moopy. You mean that they did not refer this to you? 

Mr. Guickman. No, no; I think perhaps that I should say the im- 
plication of your statement is not quite accurate. 





400 STEEL GRAY MARKET 


Senator Moopy. Well, I wasn’t there, but [ have a report he 
from—— 

Mr. GuickMan. Neither was I, but I was told about it. 

Senator Moopy. Which indicates that they were definitely not 
operative, and this was treated as a joke. 

Mr. GuickmMan. Well, I don’t think that is quite a correct implica 
tion, because I think I know my clients, and I think I know that the) 
are very serious-minded people. They have been in business fo 
many years, and I think successfully so, and I think that the implica 
tion of that statement is probably not founded in fact. 

Senator Moopy. Well, why should an investigator that has invest 
gated perhaps 50 different companies, come up in this case with thi 
only report he has had where there was this sort of performance / 

I mean, what would his object be of making that sort of report, M) 
Glickman, if it weren't true ? 

Mr. Guickman. I wouldn't know, because I don’t like to usually 
judge what other people think unless I know the facts. That is th 
training that every lawyer should have, you know. 

Senator Moopy. Yes, that’s right. Except that the statement he: 
that Mr. Loveman is a highly excitable man seems to fall in as ci) 
cumstantial evidence with the report of our investigator to the effect 
that he was highly excited—— 

Mr. GuickMaN. I think you are confusing the two Lovemans, Sen- 
ator. If I am correct in my statement, I think that Mr. Darwi 
Loveman, the son, was the man who was present at the time this 
other man that you are talking about was in the office. I don’t think 
Mr. David Loveman was there at the time. 

Senator Moopy. Well, this report from the investigator, for th; 
record, says: 

For the purpose of tracing sales from Great Northern Steel to D. Loveman & 
Son, Inc., a personal call was made at the office and an interview held wit 
Darwin Loveman, vice president, and Herbert M. Merlin, secretary. Mr. Lov 
man flatly refused to produce the invoices from Great Northern Steel, and 
stated that unless I had a specific sale to inquire into, he would not produc 
any records, 

Now, we subpenaed the records and you didn’t bring them today. 
Mr. Glickman. 

Mr. Guickman. That’s right. 

Senator Moopy. Will you produce the records ? 

Mr. GrickMAN. Yes; whenever you want them. 

Mr. Noone. Mr. Chairman, I suggest that in line with the subpena. 
we request Mr. Glickman to prepare an affidavit, setting out, in lin 
with the wording of the subpena, a summary of all purchases of stee! 
by the D. Loveman & Son, Inc., since January 1, 1951, to date, showing 
the prices at which the steel was purchased, a description of the steel. 
and the prices at which the same steel was sold, and the identity of 
the customers purchasing the steel. 

Mr. GuickMAN. I presume that you will give me a request for that 
in writing, because I can’t remember everything that you have asked 
me. Maybe you can give mea transcript of it. 

gut I will be glad to furnish it. When do you want it? 

Senator Moopy. Within a week. 

Mr. Guickman. Oh, yes: easy. I can get it. Where shall I seni 
it, Senator? 
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senator Moopy. To Mr. Charles M. Noone, care of the Senate Small 
Business Cominittee. 

Mr. GuickMAN. Well, in your request to me, you are going to give 
tto me in writing. and I will be glad to furnish it. I was prepared 
o offer that, Senator, because I think you are entitled to that informa- 
rion. We have no wish to withhold it. 

Senator Moopy. Well, your attitude, Mr. Glickman, seems to be 
comewhat different from the attitude of the company when our in 
vestigator went out there, and if you give us this information, that 

vill be satisfactory, and if you don’t we are going to subpena them 
al take them to Washington and cross-examine them. 

Mr. GuickMan. Oh, no: I will be glad.to do that for you. Thank 
vou very much. And I do want to say for the record that I think 
the attitude of my clients—at least the impression that your investi 
gator got—is not founded in fact. IT know my clients, but I don’t 
Know your investigator. 

Senator Moopy. Well, I wasn’t there, but neither were vou. 

Mr. GuickMan. When can I have that / 

Senator Moopy. If you will wait for about 10 minutes, we are going 
toadjourn, and we will give it to you. 

(Witness excused. ) 

Senator Moopy. Mr. Harry Trotner, Mr. Leo J. Smith. 

Mr. Smiru. Tam Smith. Mr. Trotner was here until just a little 
while ago, became ill, and said if he felt better he would be back. 

Senator Moopy. And you are Mr. Smith 4 

Mr. Smirn. Tam Mr. Smith. 

Senator Moopy. Are you his partner / 

Mr. Smirn. No, I am not his partner; I work for him. I have no 
ownership at all. 

(Witness sworn. ) 


TESTIMONY OF LEO J. SMITH, TROTNER STEEL CO., 
CLEVELAND, OHIO 


Senator Moony. You are an employee of Mr. Trotner? 

Mr. Sarru. That’s right. 

Senator Moopy. Will vou state the kind of business it is? 

Mr. Smirn. Well, in my opinion it is a warehouse business. I mean, 
nder my definition of the word. 

| have heard the word broker used so loosely here that I would like 
to have a definition of it. 

Senator Moopy. Well, does Mr. Trotner own a warehouse ? 

Mr. Smiru. He doesn’t own it, but he does rent space in a warehouse. 

Senator Moony. Does he deal in steel ? 

Mr. Smiru. He does deal in steel. 

Senator Moopy. He deals in steel. How much steel has he dealt in 
this vear ¢ 

Mr. Smiru. Oh, I'd say our sales have been about $40,000 so far this 
year. 

Senator Moopy. $40,000 in steel ? 

Mr. Smrrn. That’s right. 

Senator Moopy. How much has his gross profit been? 

Mr. Smrru. I don’t think there will be any profit this year. 

Senator Moopy. There won't be any profit ! 
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Mr. Smirn. I doubt it very much. We haven’t got the final figures 
yet, but it doesn’t look to me like there will be. 

Senator Moopy. Do you have figures? Do you have records? 

Mr. Smirn. Yes. 

Senator Moopy. You do? 

Mr. Smiru. Yes. 

Senator Moopy. Now, where is the oflice of this company? 

Mr. Smirn. 10616 Euclid Avenue. 

Senator Moopy. How many employees does it have? 

Mr. Smrrn. Just myself. 

Senator Moopy. What do you do? 

Mr. Smiru. I sell, mostly. 

Senator Moopy. You sell ? 

Mr. Smiru. Yes, sir. 

Senator Moopy. You go out and sell the steel he buys; is that right? 

Mr. Smirn. Well, sometimes I advise him on buying stuff, and all 
that sort of thing. In other words, I am sort of a general factotum: 
put it that way. 

Senator Moopy. Who keeps the books? 

Mr. Smiru. Mr. Grealis. 

Senator Moony. Is Mr. Grealis here? 

Mr. Smirn. He is here. 

Senator Moopy. Mr. Grealis, will you come forward? 

(Witness Grealis sworn.) 

Senator Moopy. Mr. Grealis, has the total amount of steel that 
this company has dealt in, the Trotner Steel Co., been $40,000 this 
year ¢ 

Mr. Greats. Yes, sir. Just to clarify what my situation is, I took 
on Mr. Trotner’s account.in about February of 1947. At that time 
he was doing quite well in the steel business, and I set up a system 
whereby I gave him monthly service and furnished him statements, 
profit and loss, balance sheets, reconciliation of cash, and so on and 
so forth. 

That continued for 1947, 1948, and up to some time in 1949, at which 
time his business had declined to the point where he was going to cut 
expenses, and one of the expenses he cut out was monthly accounting 
service. 

We talked it over at the time, and I said, “Well, Harry, things have 
gotten down to the point where one of the employees in your business 
can keep all the necessary records, and I will prepare all of your tax 
returns.” 

So for the year 1950, all I did for Mr. Trotner was to prepare 195) 
tax return, Federal tax return, or whatever State forms were required, 
and for 1951 T actually have done no accounting work for him during 
the year 1951. 

[ presume I will fill out his tax return on the basis of the informa- 
tion that is furnished to me. However, I have no reason to not be- 
lieve that these figures are very, very correct. 

Senator Moopy. What are the figures? 

Mr. Grraris. I saw his bankbook, sales of about $40,000. His busi- 
ness, unlike the other men who have testified this afternoon, has ¢e- 
clined. I think Mr. Trotner must have lost his touch. 

Senator Moopy. I was about to bring that out—that the first 
of 1951, at least, seemed to be sort of a bonanza for this business. | 
was wondering why; what was the factor. 
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Mr. Smiru. Well, we don’t deal in the daisy-chain operation. In 
other words, we own and store every pound of material that we sell, 
and we buy lots of odd shapes—obsolete inventories, odd shapes, stuff 
that. other people can’t use. Sometimes we keep material on hand 
for 5 years before we sell it. 

Senator Moopy. So you don’t go in for quick turn-over ? 

Mr. Surru. No, sir. 

Mr, Greauis. There haven’t been any fast bucks made on Mr. Trot- 
ner’s part for the last 4 or 5 years, since I have known him, and he has 
been investigated five times by the Internal Revenue Bureau, and 
they can bear him out. 

As far as I know, he has not been engaged in any daisy-chain or 
fast-buck operations. I think he has missed the boat, from what I 
have been hearing all day today. If I had known the fast bucks 
that were being made, perhaps I would have been in business with 
them. 

Senator Moopy. Well, I will say that this business it not illegal, Mr. 
Grealis, but—— 

Mr. Greatts. No, it is not illegal. 

Senator Moopy. But it will be illegal from now on. 

Mr. Greauis. That’s right. 

Senator Moopy. I must say, however, that from the standpoint of 
general public good, I can’t see, at a time when we are trying to check 
inflation and trying to keep prices from going up, the economic or 
moral justification for a great many of the practices that this com- 
mittee has disclosed, not only in this city but even more in Chicago 
and Detroit, particularly. 

Mr. Greauis. Well, that is true. I said that in a joking way—that 
I would have been in business with them. 

Senator Moony. Well, I think I understand what you mean. 

From where does Mr. Trotner get the steel ¢ 

Mr. Smiru. I was about to say, we buy strictly obsolete inventories, 
surplus inventories, and a lot of items which were tailor-made for a 
specific operation, the operation is discontinued, and we try to find 
a market for it. And sometimes, some businesses whose operations 
are suspended, we buy whatever inventory they have left over. 

Senator Moopy. In other word, you are an old-fashioned steel 
broker; is that right? 

Mr. Sarru. That is right. He has been in business for 40 years, 
approximately. 

Senator Moopy. I see. How old is he? 

Mr. Smiru. I don’t know. 

Mr. Greauis. Harry is probably about 65. He has done much worse 
in the last 4 or 5 years than he did in all his 40 years in the steel 
business. 

[ assure you they have not been bonanza years for him. ‘Twenty- 
five years ago he employed a couple of hundred men and was worth 
over a million dollars. Today he is in comparatively bad shape. 

Senator Moopy. Well, one reason that he was subpenaed today was 
that he made a statement to our investigator that he didn’t have any 
records. 

Mr. Grearts. Well. that is a statement that Harry would make, and 
probably it is because of the fact that when he asked me to take him on 
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as a client, nearly 5 years ago, having worked for the Internal Reve 
nue Bureau for 7 years, I told him that if anybody ever came in the 
office looking for information, that he knew absolutely nothing, and to 
tell them to see me, and he has followed that advice very faithfully. 

Senator Moopy. Why should you tell him to say nothing? 

Mr. Greauis. Because of the fact that Harry is not a very well edu- 
cated man. Sometimes he doesn't quite get what you are driving at, 
and I have seen (covernment men in the past—some of the men that 
have worked at the Revenue Bureau, not all of them, by a long shot— 
take advantage of people’s ignorance, and I don’t like anybody to be 
exploited, or to be taken for a ride by any investigator, and that can 
and has happened. I feel that I am better qualified to speak for his 
interest than he is himself. 

Senator Moopy. I see. I can understand that. 

Well, this hearing today, I believe, has developed the fact that in 
Cleveland, as in other cities throughout the Middle West, we have seen 
a gray market in steel operating, which has bid the price of steel 
that was necessary to the life of many small businesses up toa point 
where in some cases they could not afford to buy it at all, and other 

‘ases where they had to pay outrageous prices for it. 

This committee, as I have said earlier, has held hearings on this 
general situation, and also on the general availability of steel, and the 
effect on industry of Government policy, such as CMP, in a number 
of cities. 

We have held hearings in Pittsburgh, Chicago, Detroit, Washington, 
and now Cleveland, and we will report our findings to the Senate when 
the Senate reconvenes on January 8. 

The hearing is now adjourned. 


(Whereupon, at 4:55 p. m., the Cleveland hearing in the above- 
entitled matter was adjourned. ) 
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